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Introductory Note.
It is difficult to discriminate between the excellence of Y e a r B o o k s !
One is so much like another, except—if the remark be permitted—that
the latest is always the best.
perfection will be attained.

So it is hoped in process of time that

T h e welcome extended to the members of

the Association in Denver, Colorado, was only equalled by the feast of
literary fat things that was presented.
tellectual appetite

flag.

A t no time did interest or in-

T h e members will look back with hearty satis-

faction to the "good time," physically and mentally, which they had in
that part of the United States known familiarly as "God's own Country."

Secretary.
Secretary's Office in New York,
56 Pine Street.
Telephone, 4264 John.
January, 1910.
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Certificate of Incorporation.
STATE

OF

NEW

YORK,

City and County of New York,
Be it known, that w e :
ROBERT L. FABIAN of New Y o r k
JAMES YALDEN,

"

WM.

"

CALHOUN,

WALTER H . P . VEYSEY,

"

MARK

"

C . MIRICK,

CHARLES H . W .

SIBLEY,

"

RODNEY MCLAUGHLIN of B o s t o n ,
JOHN

HEINS

of

Philadelphia,

City,

Mass.

Pa.,

being persons of full age and citizens of the United States, and the majority being also citizens of the State of N e w York, desiring to associate
ourselves for social and benefit purposes, do hereby certify in writing, as
follows, to w i t :
First.—That
in law is
" THE

the name or title by which such society shall be known

AMERICAN

ASSOCIATION OF P U B L I C

ACCOUNTANTS."

Second.—The
particular business and object of such society is to associate into a society or guild for their mutual benefit and advantage the
best and most capable public accountants practicing in the United States;
and through such association to elevate the profession of public accountants as a whole, and to promote the efficiency and usefulness of members
of such society, by compelling the observance of strict rules of conduct
as a condition of membership and by establishing a high standard of professional attainments through general education and knowledge and
otherwise; and to transact such business as may be necessary and incident
to the establishment and conduct of an association for the foregoing
purpose.
Third.—The number of trustees, directors or managers to manage the
same shall be eight, and the name of the trustees, directors or managers
for the first year of its existence are as follows, viz.:
Robert L. Fabian, James Yalden, W m . Calhoun, Walter H. P. Veysey,
Mark C. Mirick, Charles H. W . Sibley, Rodney McLaughlin and John
Heins.
Fourth.—The
district in which the principal office of such company
or association shall be located is in the City, County and State of New
York.
10

Certificate

of

Incorporation.

In testimony whereof we have made and signed the foregoing certificate this twentieth day of August, in the year one thousand eight hundred
and eighty-seven.
(Signed)

J. YALDEN,
JOHN

HEINS,

WALTER
M. C.

SIBLEY,

ROBT. L .

FABIAN,

OF

NEW

YORK,

VEYSEY,

CALHOUN,

RODNEY

STATE

P.

C. H . W .
WM.

City and County of New York,

H.

MIRICK,

MCLAUGHLIN.

ss.

I, Charles Donohue, Justice of the Supreme Court of the State of New
York, certify that the foregoing certificate has been submitted to, and
examined by me, and is properly drawn and signed, and that the same is
in conformity with the constitution and laws of this state, and that the
purpose for which the society or club is to be incorporated is not repugnant to any statute of this state, or prohibited thereby; and the same is
hereby approved and the filing of this certificate consented to.
In testimony whereof, I have hereunto set my hand this 20th day of
September, A. D. 1887.
(Signed)
STATE

OF N E W

YORK,

City and County of New York,

C . DONOHUE.

ss.

I, James A. Flack, clerk of the said city and county, and clerk of
the Supreme Court of the said state for said county, do certify that I
have compared the preceding with the original certificate of incorporation of The American Association of Public Accountants on file in my
office, and that the same is a correct duplicate therefrom, and of the
whole of such original.
Indorsed, filed and recorded, 20th September, 1887.
In witness whereof, I have hereunto subscribed my name and affixed
my official seal, this 20th day of September, 1887.
(Signed)

[SEAL.]
STATE

JAMES A .

FLACK,

Clerk.
OF

NEW

YORK,

Office of the Secretary of State,

ss.

I have compared the preceding with the duplicate original certificate
of incorporation of The American Association of Public Accountants,
with acknowledgments thereto annexed, filed and recorded in this office
on the twenty-second day of September, 1887, and do hereby certify the
same to be a correct transcript therefrom, and of the whole of the
said duplicate original.
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Witness my hand and the seal of the office of the Secretary of State, at
the City of Albany, this 22d day of September, one thousand eight hundred
and eighty-seven.
(Signed)

[L. S.]

THE AMERICAN

FREDERICK COOK,

Secretary

ASSOCIATION
PAST

OF PUBLIC

of

State.

ACCOUNTANTS.

PRESIDENTS.

*James Yalden
*John Heins
Henry R. M. Cook
Richard F. Stevens
Frank Broaker
W . Sanders Davies
David Rollo
Leonard H . Conant
Fredinand W . Lafrentz
John R. Loomis
Elijah W . Sells

1888, 1892
1889, 1890, 1891
1893
1894, 1895, 1896
1897
1898
1899
1900, 1901
1902, 1903
1904, 1905, 1906
1907, 1908
* N o w deceased.

Obituary.

Mr. George R. Allen, C. P. A . , the President of the Rhode
Island Society of Certified Public Accountants, died January 2,
1910.

H e was admitted to membership as a Fellow at Large on

November 23, 1899, and at the time of his decease, represented
the Rhode Island Society on the Board of Trustees as a Vice
President.
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The American Association of Public Accountants.
List of Officers, Trustees and Committees

1909-1910
OFFICERS.
President, J. E. STERRETT, C. P. A
Pennsylvania
Secretary, T . CULLEN ROBERTS, C. P. A
New Jersey
Treasurer, H. A . KELLER, C. P. A
Ohio
Vice-Presidents:
California State Society of Certified. Public
Accountants,
GEO. R . WEBSTER, C. P. A
Alaska-Commercial Bldg., San Francisco
Colorado Society of Certified Public Accountants,
The,
ORVILLE A . SMITH, C. P. A
Coronado Bldg., Denver
Connecticut Society of Certified Public
Accountants,
HARRY TREAT BEERS, C. P. A

Georgia State Association

of Public

42 C h u r c h S t . , N e w

Accountants,

A . J . HALTIWANGER, C. P . A

Haven

Atlanta

Illinois Society of Certified Public
Accountants,
WM. H. ROBERTS, C. P. A
824 Monadnock Block, Chicago
Kentucky Society of Public
Accountants,
W . S. PARKER
Walker Bldg., Louisville
Louisiana, Certified Public Accountants of,
EMILE BIENVENU, C. P. A
Tulane-Newcomb Bldg., New Orleans
Maryland Association of Certified Public
Accountants,
CHAS. O. HALL, C. P. A
711 Fidelity Bldg., Baltimore
Massachusetts, Incorporated Public Accountants of,
WM. C. NEWELL
161 Devonshire St., Boston
Michigan Association of Certified Public
Accountants,
WM. D. GRIDLEY, C. P. A
.McGraw Bldg., Detroit
Minnesota Society of Public
Accountants,
HERBERT M. TEMPLE, C. P. A
602 Germania Life Bldg., St. Paul
Missouri Society of Certified Public
Accountants,
H. T. WESTERMANN, C. P. A
Chemical Bldg., St. Louis
New Jersey, Certified Public Accountants of the State of,
EDWIN ELLETT GANO, C. P. A
115 B r o a d w a y , New Y o r k C i t y
New York State Society of Certified Public
Accountants,
HENRY R. M. COOK, C. P. A
59th St. and P a r k A v e . , New Y o r k City
Ohio State Society of Public Accountants,
The,
J. H. KAUFFMAN, C. P. A
Central Savings B a n k Bldg., Canton
Oregon State Society of Public
Accountants,
W . R . MACKENZIE, C. P. A
208 Worcester Block, Portland
Pennsylvania Institute of Certified Public
Accountants,
TAS. W . FERNLEY, C. P. A
907 B e t z Bldg., Philadelphia
Rhode Island Society of Certified Public
Accountants,
* G E O . R . A L L E N , C. P . A

Tennessee Society of Public
EDWARD

S.

29 W e y b o s s e t S t . , P r o v i d e n c e

Accountants,

ELLIOTT

Memphis

Washington Society of Certified Public
Accountants,
GEO. SHEDDEN, C. P. A . .
Montana State Society of Public
Accountants,
Louis G. PELOUBET, C. P. A
Virginia Society of Public Accountants,
Inc.,
W . P. HILTON
Wisconsin Association of Public
Accountants,
HENRY

Natl. B a n k of Commerce,Tacoma
P. O. Box 1387, Butte
313 Monticello Arcade, Norfolk

SCHNEIDER

Milwaukee

AUDITORS.
E.

E.

GANO, C. P . A

New York

CHAS.

F.

MCWHORTER, C. P. A

New

York

TRUSTEES.
HARVEY

S.

CHASE,

C.

P.

A

Massachusetts

J. P. JOPLIN, C. P. A
J. S. M. GOODLOE, C. P. A
EDW. L. SUFFERN, C. P. A
ROBT. H . MONTGOMERY, C. P . A

E. W . SELLS, C. P. A
JOHN A .

COOPER,

C.

P.

Illinois
Ohio
New Y o r k

For One Y e a r

Pennsylvania

For Two

New Y o r k

A

Illinois

W . SANDERS DAVIES, C. P. A
W . F . WEISS, C. P. A
*Died January 2, 1910.

New Jersey
New Y o r k
13

Years

For Three Y e a r s

STANDING COMMITTEES.
MEETINGS, L E C T U R E S , L I B R A R Y , AND B U L L E T I N S :

EXECUTIVE :

The President, Chairman
T h e Secretary
T h e Treasurer
E . W . Sells
E d w . L. Suffern
R . H. Montgomery
H a r v e y S. Chase

Ernest Reckitt, Chairman
T h e President of each State Society

Pennsylvania
New Jersey
Ohio
New Y o r k
New Y o r k
Pennsylvania
Massachusetts

LEGISLATION :

W . A . Chase, Chairman
W . C. Newell
Charles O. Hall

EXAMINATIONS, QUALIFICATIONS, AND ELECTIONS :

A . L . Dickinson, Chairman
F . F. White
E . E . Gano

Illinois
Illinois
N e w Jersey

R E V I E W OF A P P R O P R I A T I O N S — B U D G E T :

BY-LAWS:

A d a m A . Ross, Jr
Geo. Wilkinson
J. B. Niven

Pennsylvania
New Y o r k
New Jersey
SPECIAL

Jno. R . Loomis, Chairman
H. A . Dunn
John E. Cooper

FEDERAL

MEETING—1910:

PROFESSIONAL

AND

Illinois
Pennsylvania
California

S T A N D A R D S C H E D U L E S FOR U N I F O R M R E P O R T S OF
MUNICIPAL INDUSTRIES AND P U B L I C S E R VICE CORPORATIONS:

PUBLICITY:

H a r v e y S. Chase, Chairman.. .Massachusetts
L. H. Conant
New Y o r k
J. S. M. Goodloe
Ohio
S. R . Mitchell
New Y o r k
J. B. Niven
New Y o r k
J. H . K a u f f m a n
Ohio

Herbert M. Temple, Chairman... .Minnesota
Joel Hunter
Georgia
J. B. Geijsbeek
Colorado
CONCILIATION:

J. S. M. Goodloe, Chairman
A . R . Smart
W . R . Mackenzie

Ohio
Illinois
Oregon

ACCOUNTING

TERMINOLOGY:

Stephen W . Gilman
Joseph French Johnson
Allen Ripley Foote
Seymour Walton
James T . A n y o n
E d w a r d L. Suffern

EDUCATION:

J. N. Gunn, Chairman
H. T. Westermann
Frederick A . Ross
Enos Spencer

LEGISLATION:

E d w a r d L. Suffern, C h a i r m a n . . . .New Y o r k
James Marwick
New Y o r k
Norman Webster
Minnesota
Perley Morse
New Y o r k

ETHICS:

John A . Cooper, Chairman
Charles Lewer
John F. Forbes

New Y o r k
New Y o r k
New Jersey

COMMITTEES.

Henry R . M. Cook, C h a i r m a n . . . . N e w Y o r k
E. W . Sells
New York
William F . Weiss
New Y o r k

PRESS

Illinois
Massachusetts
Maryland

JOURNAL:

W . Sanders Davies, Chairman.. . . New Y o r k
Jas W . Fernley
Pennsylvania
Samuel D. Patterson
New Y o r k

ANNUAL

Illinois

New Y o r k
Missouri
Minnesota
Kentucky
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Wisconsin
New Y o r k
Ohio
Illinois
New Y o r k
New Y o r k

PRESIDENTS and SECRETARIES
of Constituent State Societies of Accountants, and their addresses.
Also year when State Legislation recognizing the Accountancy profession
was passed in their respective States.
1896

1899

1900

1901

1903

1903

1904

1905

1906

1907

1907

N e w Y o r k S t a t e S o c i e t y of Certified P u b l i c A c c o u n t a n t s .
President—HENRY
R . M. COOK, 59th St., a n d P a r k A v e . ,
N e w Y o r k City.
Secretary—S.
D. PATTERSON, 141 B r o a d w a y , N e w Y o r k City.
P e n n s y l v a n i a Institute of Certified P u b l i c A c c o u n t a n t s ,
President—JAS.
W . FERNLEY, 907 B e t z Bldg., Philadelphia.
Secretary—Jos.
M. PUGH, L a n d T i t l e Bldg., Philadelphia.
M a r y l a n d Association of Certified P u b l i c A c c o u n t a n t s ,
President—CHAS.
O. HALL, 7 1 1 - 1 2 F i d e l i t y Bldg., Baltimore.
Secretary—ELMER
L . HATTER, 1027 C a l v e r t B l d g . , B a l t i m o r e .
California S t a t e S o c i e t y of Certified P u b l i c A c c o u n t a n t s ,
President—GEO.
R . WEBSTER, A l a s k a Commercial B l d g . ,
S a n Francisco.
Secretary—JOHN F . FORBES, Crocker Bldg., S a n Francisco.
Illinois S o c i e t y of Certified P u b l i c A c c o u n t a n t s ,
President—WILLIAM
H . ROBERTS, 824 M o n a d n o c k B l o c k ,
Chicago.
Secretary—PAUL
C. JOHNSON, 1310 Corn E x c h a n g e B l d g . ,
Chicago.
W a s h i n g t o n S o c i e t y of Certified P u b l i c A c c o u n t a n t s ,
President—GEO.
SHEDDEN, N a t l . B a n k C o m m e r c e Bldg.,
Tacoma.
Secretary—R.
D . WHITE, 1 1 3 6 H e n r y Bldg., S e a t t l e .
N e w Jersey, S o c i e t y of Certified P u b l i c A c c o u n t a n t s of t h e S t a t e of,
President—EDWIN
E . GANO, B o u n d B r o o k .
Secretary—FRANK
G. D u B o i s , U n i o n B l d g . , N e w a r k .
M i c h i g a n A s s o c i a t i o n of Certified P u b l i c A c c o u n t a n t s ,
President—WM.
D . GIRDLEY, M c G r a w B l d g . , D e t r o i t .
Secretary—FRED.
T . GIES, M a j e s t i c B l d g . , D e t r o i t .
R h o d e Island S o c i e t y of Certified P u b l i c A c c o u n t a n t s ,
*President—GEO.
R . ALLEN, 29 W e y b o s s e t St., P r o v i d e n c e .
Secretary—CHAS. S. JENCKES, 49 W e s t m i n s t e r St., P r o v i d e n c e .
Colorado S o c i e t y of Certified P u b l i c A c c o u n t a n t s , Inc.,
President—ORVILLE
A . SMITH, 513 B o s t o n Bldg., D e n v e r .
Secretary—ELWOOD FINK, 204 Coronado B l d g . , D e n v e r .
C o n n e c t i c u t S o c i e t y of Certified P u b l i c A c c o u n t a n t s ,
President—HARRY
TREAT BEERS, 42 C h u r c h St., N e w H a v e n .
Secretary—FREDERICK
C. MANVEL, Greenwich, Conn.
*Died January 2, 1910.
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Presidents
1908

1908

1908

1909

1909

1909

1909

and

Secretaries

Georgia S t a t e Association of Certified P u b l i c A c c o u n t a n t s .
President—A.
J. HALTIWANGER, Candler B l d g . , A t l a n t a .
Secretary—JOEL HUNTER, 1220 E m p i r e B l d g . , A t l a n t a .
Ohio S t a t e S o c i e t y of Certified P u b l i c A c c o u n t a n t s ,
President—J.
H . KAUFFMAN, 4 Central S a v i n g s B a n k B l d g . ,
Canton.
Secretary—J.
J. MCKNIGHT, 709 H a y d e n Bldg., Columbus.
Certified P u b l i c A c c o u n t a n t s of Louisiana,
President—EMILE
BIENVENU, T u l a n e - N e w c o m b e B l d g . , N e w
Orleans.
Secretary—GEO.
A . TURNER, 328 C a m p St., N e w Orleans.
Massachusetts, Incorporated P u b l i c A c c o u n t a n t s of,
President—W.
C. NEWELL, 161 D e v o n s h i r e St., B o s t o n .
Secretary—WALDRON
H . RAND, 161 D e v o n s h i r e St., B o s t o n .
Minnesota S o c i e t y of P u b l i c A c c o u n t a n t s ,
President—H.
M. TEMPLE, G e r m a n i a L i f e B l d g . , S t . P a u l .
Secretary—H.
R . HAYDEN, M e t r o p o l i t a n B l d g . , Minneapolis.
Missouri S o c i e t y of Certified P u b l i c A c c o u n t a n t s ,
President—H.
T . WESTERMANN, Chemical B l d g . , S t . Louis.
Secretary—DAVID
L . GREY, 1320 T h i r d N a t l . B a n k B l d g . ,
S t . Louis.
M o n t a n a S t a t e S o c i e t y of P u b l i c A c c o u n t a n t s ,
President—Louis
G. PELOUBET, P . O. B o x 1387, B u t t e .
Secretary—DONALD
AUTHUR, P . O. B o x 597, B u t t e .

Legislation pending (or not yet secured) in the following States, where Accountancy
Societies exist.

K e n t u c k y S o c i e t y of P u b l i c A c c o u n t a n t s ,
President—W.
S. PARKER, W a l k e r B l d g . , Louisville.
Secretary—C.
W . BANTA, C o l u m b i a B l d g . , Louisville.
Oregon S t a t e S o c i e t y of P u b l i c A c c o u n t a n t s ,
President—W.
R . MACKENZIE, W o r c e s t e r B l o c k , P o r t l a n d .
Secretary—ARTHUR
BERRIDGE, W o r c e s t e r B l o c k , P o r t l a n d .
Tennessee S o c i e t y of P u b l i c A c c o u n t a n t s .
President—EDWARD
S. ELLIOTT, M e m p h i s T r u s t B l d g , Memphis.
Secretary—WM.
T . WATSON, 3 1 1 M e m p h i s T r u s t B l d g . , Memphis.
V i r g i n i a S o c i e t y of P u b l i c A c c o u n t a n t s , Inc.,
President—W.
P . HILTON, 303 Monticello A r c a d e , N o r f o l k .
Secretary—E.
A . BARBER, Jr., R i c h m o n d .
W i s c o n s i n A s s o c i a t i o n of P u b l i c A c c o u n t a n t s ,
President—HENRY
SCHNEIDER, Milwaukee.
Secretary—SAMUEL
S. WEIL, M i l w a u k e e .
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Members.
MEMBERS.
Those marked with an asterisk are Certified Public Accountants.
FELLOWS.
FELLOWS

at L A R G E — ( O r i g i n a l ) .

Members

at Large.

*ADERER, ALEXANDER
†ALLEN, GEO. R
*ARCHER,JOHN P

565 Broadway, N e w Y o r k City
29 Weybosset St., Providence, R. I.
225 F i f t h Ave., N e w Y o r k City

BABCOCK, H . N
*BALLINGALL, PETER
*BAYNE, ROBERT
*BECK,F . E
BOURNE, CHAS. G
*BROAKER, FRANK
*BROWN, ROBERT R
*CAMPBELL, HUDSON
CLARK, THOS. R
*CLARKE, ANDREW A

309 McBride St., Syracuse, N . Y .
D r e x e l Bldg., Philadelphia, Pa.
34 Nassau St., N e w Y o r k City
200 Sansome St., San Francisco, Cal.
52 Broadway, N e w Y o r k City
150 Nassau St., N e w Y o r k City
100 Broadway, N e w Y o r k City
39 Cortlandt St., N e w Y o r k City
49 W a l l St., N e w Y o r k City
10 W a l l St., N e w Y o r k City

* C O C H E U , T H E O . , JR

100 B r o a d w a y , N e w

*CONANT, LEONARD H
*CORWIN,HAMILTON S

York

CITY

30 Broad St., N e w Y o r k City
30 Broad St., N e w Y o r k City

*DECKER, HIRAM E

205 L a S a l l e St., C h i c a g o , III.

*DIXCY, THOS. BIRD
DOUGLAS, HARRY J

72 Trinity Place, N e w Y o r k City
L o w m a n Bldg., Seattle, Wash.

D U N C A N , ERNEST A
DREYER R U D O L P H H

P. O. B o x

*FALLER L . V.
*FERO, DEROY SMITH

1101,

Victoria, B. C.
S a n Diego, Cal.

226 Union A v e , Rutherford, N. J.
30 Broad St., N e w Y o r k City

GIBBS, W M . E
*GIES, FRED. THEO
GREET, R . DOUGLAS
*GUNNELL, W M . J

Westfield,
723 Majestic Bldg., Detroit,
Old South Bldg., Washington St., Boston,
80 D u n Bldg., Buffalo,

*HARCOURT, VIVIAN
*HAWKINS, NORVAL A
*HERRICK, LESTER

Edificio L a Mutua, No. 522, Mexico, D. F.
723 Majestic Bldg., Detroit, Mich.
Merchants Exchange Bldg., San Francisco, Cal.

*HIGHLEY, C H A S .

H

*HUTCHINSON,THOS. G
*JENCKES, CHAS. S

Mass.
Mich.
Mass.
N. Y .

Atlanta,

Ga.

Dyal-Upchurch Bldg., Jacksonville, Fla.
810 Industrial T r u s t Bldg., Providence, R. I.

*KERR, J. C

141 Broadway, N e w Y o r k City

*LAFRENTZ, F . W
LAMB, FAYETTE C
*LAWTON, GEO. R

100 Broadway, N e w Y o r k City
534 Macon Bldg., Los Angeles, Cal.
B o x 159, Fall River, Mass.

†Died January 2, 1910.
17

American
*LEIDERSDORF, S. D
*LEITH, JOHN
*LITTLE, ALBERT E
*LITTLE, G. ELLIOTTE
LOBB, H. W
*LOOMIS, J. R
*LUDLAM CHAS. S

Association

565 Broadway, New Y o r k
. . . 1 5 9 La Salle St., Chicago,
2 Rector St., New Y o r k
2 Rector St., New Y o r k
1211 Claus Spreckels Bldg., San Francisco,
30 Broad St., New Y o r k
30 Broad St., New Y o r k

*MACINNES, DUNCAN
*MACRAE, FARQUHAR J
*MCCULLOH, CHAS. S
*MCGIBBON, BROWNELL

320 Broadway, New
68 William St., New
43 Exchange Place, New
44 Pearl St., New

*MASON, JARVIS W
*NILES, HENRY A

111

143 Liberty St., New Y o r k City
1419 Pierce Bldg., St. Louis, Mo.
239 Cumberland St., Lebanon,
56 Pine St., New Y o r k
Betts Brewery, Philadelphia,
27 Pine St., New Y o r k

*SELLS, ELIJAH W
*SMITH, ARTHUR W
*SMITH, CHAS. B
*STEVENSON, CHAS. C

30 Broad St.,
25 Broad St.,
45 Broadway,
31 Nassau St.,

*TEICHMANN, MAX

52 D e F o r e s t

*VAUGHAN, JOHN

York
York
York
York

City
City
City
City

Ave., Summit,

N.

J.

413 Fourth Ave., Pittsburgh, Pa.
49 Wall St., New Y o r k City
Drexel Bldg., Philadelphia, Pa.
9 Richards St., Brooklyn, N. Y .
128 Broadway, New Y o r k City
204 Louisana St., Little Rock, Ark.
25 Broad St., New Y o r k City

at L A R G E (Elected since Jan. 10 1905).

AUSTIN, W M . GAINES

8 S o . B a y o u St., Mobile, A l a .

318 Worcester Bldg., Portland,

*BURLINGAME, C. M

Ore.

253 Broadway, New Y o r k City

*CANNON, THOS. CHAS
DIX,
SAMUEL
FISCHER,
EMIL MS. . .
FOSTER, WILLIAM H

New
New
New
New

Pa.
City
Pa.
City

800 Equitable Bldg., Baltimore

*THOMAS, CHAS

BLACK, GEO

City
City
City
City

Broadway, New Y o r k City

RAUDENBUSH, J. K
*ROBERTS, T . CULLEN
*ROLLO, DAVID
*RUCKER, R. H

FELLOWS

York
York
York
York

City
ILL.
City
City
Cal.
City
City

100 Broadway, New Y o r k City

*PHELPS, CHAS. D
PLANT, W . E

*WALKER, A . PERCY
WALTERS, CHAS. W
*WATSON, WM. A
*WEISS, WM. F
WITTENBERG, FRANK
WOODWARD, R. G
Total 69.

Year-Book.

604 The Rookery, Spokane, Wash.
31 Nassau Tien-Tsin,
Street NewNorth
Y o r k China
City
149 Broadway, N e w Y o r k City
18

M embers.
*GUNN, J. NEWTON

43 Exchange Place, N e w Y o r k City

HALL, F. N
HARRIS, CHAS. G
HOGG, ALFRED W . D

146 Broadway, New Y o r k City
Union Natl. Bank Bldg., Louisville, K y .
37 Maiden Lane, New Y o r k City

JAMESON, CHAS. M

68 William St., New Y o r k City

KENWORTHY, ARTHUR W

115 Broadway, New Y o r k City

LESLIE, WILLIAM
LYNNE, WILLIAM C

64 Wall St., New Y o r k City
80 W a l l St., New Y o r k City

MACLETCHIE, JOHN
*MARWICK, JAMES

42 Broadway, New Y o r k City
79 Wall St., New Y o r k City

*NASMYTH, CHAS. J
*NOLAN,LUKE J

111 Broadway, New Y o r k City
25 Pine St., New Y o r k City

*RICHARDS, WILLIS B
*Ross, FREDERICK A
SCHNEIDER, HENRY

43 Exchange Place, New Y o r k City
135 Temple St., Minneapolis, Minn.
612 Railway Exchange, Milwaukee, Wis.

SPENCER, ENOS

301 Union Natl. Bank Bldg., Louisville, K y .

TURNER, THOS. E

301 Union Natl. Bank Bldg., Louisville, K y .

WIGGINS, HORACE S

Lincoln, Nebraska

YALDEN, PERCY A

32 Nassau St., New Y o r k City

Total 26.
A S S O C I A T E S at L A R G E (Original).

BULL, H. J

442 W . 124th St., New Y o r k City

COADE, WM. HENRY

60 Wall St., New Y o r k City

FORSDICK, CHAS. E

30 Broad St., N e w Y o r k City

*GAYNOR,PHILIP B

165 Broadway, New Y o r k City

GREACEN, ALBERT

30 Broad Street, N e w Y o r k City

*HERINGTON, PERCY R

1123 Broadway, New Y o r k City

JACOBSON,
*JASPER,
W .GUSTAVE
H
KERR, JOHN
F

932Broadway,
Reed Place,
Chicago,
ILL.
1123
New
k City
100 Broadway,
New Y
Yo
o rr k
City

LATHAM, WILLIAM HENRY... 543 West Twenty-third St.. New Y o r k City
*LOVEJOY, ERNEST W
54 William St., New Y o r k City
MITCHELL, JOSIAH S

149 Broadway New Y o r k City

ROBERTS, C. CULLEN

771 East Boulevard, Weehawken, N. J.

SANFORD, D. R
SCOVILLE, C. E

100 Broadway, New Y o r k City
Watertown, N. Y .
19

American
WEISS, CLEMENS
WEST, CHARLES
Total, 17

Association

Year-Book.

Fifth Ave. and Thirty-third St., New Y o r k City
Connell Bldg., Scranton, P a

ASSOCIATES

at L A R G E

(Elected since Jan. 10, 1905).

BOWMAN, ARCHIBALD

79 Wall St., New Y o r k

BURDICK, CHARLES K

Indianapolis,

BUSH, GEO. E

West Thirteenth St., New Y o r k City

DOHERTY, JOHN

220 West 121st St., New Y o r k City

FUCHS, A . W

New Y o r k City

HART, PATRICK HENRY

261 Broadway, New Y o r k City

HOUGH, HARRY

54 William St., N e w Y o r k City

KERR, DAVID S

248 F o u r t h A v e . , P i t t s b u r g h , P a .

LONGNECKER, CLARENCE..
RARESHIDE,
SHEPARD
RUARK, JAMES
F
RUSSELL,

City

Indiana

WILLIAM

City National Bank Bldg., EL Paso, T e x .
30 Broad St.,
St., New
New Y
Y oo rr kk City
27 East Twenty-second
City

F

Harrisburg,

Pa.

THURSTON, THOMAS A

City National Bank Bldg., E l Paso, Tex.

WILSON,
MOORE
Total, JAMES
14.

736-738 University Bldg., Syracuse
SOCIETY

The California

State Society

*AMRATH, J. W
*ATKINSON,T . T
*BALLANTINE,W . D
*BARBER, J. W
*BLACKMAN, W . R
*BRACE, HERBERT M
*CHAMBERLAIN, C. P
*COOPER, H. J
*CORNELL, CHARLES E
*CRAMER, W . H
*DE CLAIRMONT, R
*DOLGE, WILLIAM
*FIELDS, J .L
*FORBES, JOHN F .
*FOSTER, J. F
*GOODE, P. G
*GREENHOOD,L. H
*HERRICK, ANSON
*HERRICK, LESTER
*JANSEN, F. BROMLEY
*KLINK, GEORGE T
*KNIGHT, ALLEN

*LANGDON, W . G
*LAWS, HENRY
*MCLAREN, NORMAN

FELLOWS.

of Certified Public

Accountants,

Inc.

441 Monadnock Bldg., San Francisco
235 Kearny St., Los Angeles
1081 Monadnock Bldg., Los Angeles
817 Kohl Bldg., San Francisco
206 Henne Bldg., Los Angeles
Chronicle Bldg., San Francisco
,.310 California St., San Francisco
Monadnock Bldg., Los Angeles
35 Bella Vista Ave., Oakland
268 Market St., San Francisco
126 West 30th St. Los Angeles
Mechanics Savings Bank Bldg., San Francisco
405 Call Bldg., San Francisco
1019 Crocker Bldg., San Francisco
743 Pacific Bldg., San Francisco
519 California St., San Francisco
441 Monadnock Bldg., San Francisco
Merchants Exchange Bldg., San Francisco
Merchants Exchange Bldg., San Francisco
441 Monadnock Bldg., San Francisco
817 Kohl Bldg., San Francisco
502 C a l i f o r n i a St., S a n F r a n c i s c o

care New Y o r k American, New Y o r k
La Solana, Pasadena San Francisco
519 California St., San Francisco
20

Members.
*Pedder, S t a n l e y
*RAHILL T J
*ROBINSON, A P.
*ROWE C V
*RUCKSTELL J R
*SMYTH J. F
.
*Walker, Joshua
*WEBSTER GEORGE R
*Wenzelburger, A
*WILLIAMS, CYRIL
Total 35.

502 California St., San Francisco
care T h e Cutter Laboratory, Berkeley
Merchants Exchange Bldg., San Francisco
268
Market St., San Francisco
Call Bldg., San Francisco
Merchants E x c h a n g e Bldg., San Francisco
Monadnock Bldg., San Francisco
A l a s k a Commerial Bldg., San Francisco
268 Market St., San Francisco
1015 ScottSt., San Francisco

Colorado Society of Certified Public Accountants,
Inc.
*ARTHUR EDWIN F
707 Continental Trust Co., Denver
* B A K E R , JOHN

H

Colorado

*DEIDESHEIMER, FREDERICK W
*DITTMAN, W M . E
*FINK, ELWOOD
*FOWLIE, ALEXANDER

Springs

18 Commercial Bldg., Denver
Boulder, Col.
204 Coronado Bldg., Denver

E

Box

*GEIJSBEEK, JOHN B
*HAMMA, MORTON M
*HUMPHREYS, WILLIAM E
*KERN, ETHELBERT L
*KINGWILL, JOSEPH H

1,

Leadville

806 Equitable Bldg.,
850 Equitable Bldg.,
504 Colorado Bldg.,
1353 Delaware St.,
1654 Broadway,

*KRAUSE, GUSTAV

Box

123,

Denver
Denver
Denver
Denver
Denver
Denver

*LOUGHBOM, WILliAM C

531 So. Spring St., Los Angeles, Cal.

*MILLER, ALBERT A
*MITCHELL, HORACE H
* M C M A H O N , FRANCIS M

B o x 159, D e n v e r
Colorado
Springs
Colorado Springs

*MULNIX, HARRY E
*PFEIFFER, EMIL W
*PITCAITHLY, WILSON L
*SMITH, ORVILLE A
*SPENCER, FERMOR J
*STUMM, GUY C
* W A L L A C E ,ROBERT J

Harper, E. R
Bohn, A. V.
*Chase, Harvey S
*Wilkinson,
Geo
Parker, A. D
Total 28.
Society

of Certified

TREAT

1453 G l e n a r m St.,

Denver

Public

Accountants.

42 C h u r c h

*BOWMAN, JOHN HALL
*CHILD, FREDERICK
*DILLON, W I L L I A M

Denver
Denver
Denver
Denver
Denver
Springs

H o n o r a r y Member. .State Capitol, Denver
Honorary Member
Leadville
Honorary Member
Boston, Mass
Honorary Member
Plainfield, N . J.
Honorary Member
Col. & So. R y . Co.

Connecticut
*BEERS, H A R R Y

1565 Lafayette St.,
State Capitol,
707 Continental Bldg.,
513 Boston Bldg.,
Continental Bldg.,
Idaho

St., N e w

Haven

N e w Haven House, N e w Haven

WILLIS
50 C o n g r e s s

*ERSKINE, ALBERT RUSSELL

Greenwich
St., B o s t o n

9 Murray St., N e w Y o r k City

*FOSTER, HERBERT

318 H u m p h r e y

*GUNN,J. NEWTON
*IRVING, CHARLES H
*LOVEJOY, ERNEST W .

43 W a l l St., N e w Y o r k City
7 Sherman Court, N e w Britain
54 William St., N e w Y o r k City

St., N e w

* M A N V E L ,FREDERICK C

Haven

Greenwich

*MORRIS, JAMES A
*MOYER, M. S
*NASMYTH,CHARLES J
*NOLAN, LUKE J
*RICHARDS, WILLIS B

1025 Main St.,
149 Broadway, N e w
111 Broadway, N e w
25 Pine St., N e w
43 W a l l St., N e w
21

Bridgeport
Y o r k City
Y o r k City
Y o r k City
Y o r k City

American
*TAYLOR, F R A N K

Association

Year-Book.

S

Beacon

*VANNAIS, GEORGE L
* W I L S O N , CHARLES

Hill, George E
Woodruff, Rollin

C

146 F a i r v i e w

Honorary Member
(Hon.)—Ex-Governor
Honorary Member

S.

Total 20.
Georgia

State Association

of Public

*BIDWELL, C. B
*DIBBLE, W . J
*HALTIWANGER,A. J
*HIGHLEY, C. H
*HUNTER,JOEL
*MARSH,R. P

New

Haven

Ave.,

Bridgeport

Bridgeport, Conn.
New

Haven

Accountants.

Atlanta
Atlanta
Candler Bldg., Atlanta
Augusta
1220 Empire Bldg., Atlanta
Savannah

*METZ, CHARLES J
*RICHARDSON, ALONZO

Atlanta
Atlanta

*SHELDON, W. B
Total, 9.

Illinois

Ave.,

956 Main St., Hartford

202 Candler Bldg., Atlanta

Society

*ALLEN, EDWARD
*BENINGTON, HAROLD
*BENTLEY, ARTHUR
*BERGER, R.
*BOUGHEY, FRANK M

of Certified Public

Hibernia Bank Bldg., New Orleans, La.
802 Marquette Bldg Chicago
1647 Commercial National Bank Bldg., Chicago
O
54 William St., New Y o r k City
Home Insurance Bldg., Chicago

*BROWN, J O H N H

*BUCHANAN, R. S
*BUIST, G. B

* C A N T , RODDAM

*CHASE, W . A

Accountants.

119 Monroe

St.,

Chicago

824 M o n r o e

St.,

Chicago

St.,

Chicago

189 La Salle St., Chicago
802 Marquette Bldg., Chicago
205 L a Salle St., Home Insurance Bldg., Chicago

*COOPER, J O H N A L E X

..119

Monroe

*DICKINSON, A . LOWES
*DIRKS, HERMANN J
*FRASER,EDWARD.

54 William St., N e w Y o r k City
802 Marquette Bldg., Chicago
1106 Commerce Bldg., Kansas City, Mo.

*GORE, EDWARD E
*GREIG, A . F . R A T T R A Y
*HOPKINS, S. R

100 W a s h i n g t o n S t . , C h i c a g o
87 L a k e St., C h i c a g o
M i s h a w a k a , Ind.

*HUGHES, RUPERT S
*HUNT, S. WADE
*JACKSON, H . J
*JOHNSON, PAUL
*JONES, D.
*JOPLIN, J .

25 Broad St., New Y o r k City
616 New Y o r k Life Bldg., Chicago
412 So. Dearborn St., Chicago
1310 Corn Exchange Bank Bldg., Chicago
824 Monadnock Block, Chicago

O.

PORTER

*KNISELY,C. W
*KUHNS, M. S
*LEITH, JOHN

*LUDLAM, CHAS. S
*LEVI, D. J . . .
*MACDONALD, C. A
*MACDONALD, R.
*MCGREGOR, J. P
*MCKEAND, C. A
*MARR, CHARLES J

*MAY, GEO.
*MERRILL, C. D

189 L a

Salle

St.,

Chicago

159 L a

Salle

St.,

Chicago

206 L a S a l l e S t . ,

Chicago

First National Bank Bldg., Chicago
159 L a Salle St., Chicago

O

30 Broad St., N e w Y o r k City
. . . . 1 8 9 La Salle St., Chicago
337 Postal Telegraph Bldg., Chicago
824 Monadnock Block, Chicago
Home Insurance Bldg., Chicago
824 Monadnock Block, Chicago

O

54 William St., N e w Y o r k City
824 Monadnock Block, Chicago
22

M embers.
*MILLS, E. M

510 Borland Block, Chicago

*NELSON, ROBERT

125 A d a m s St., C h i c a g o

*NIGG, C
*NIVEN, JOHN B
*PHILLIPPS, H . G
*PICKETT, L. S
*REAY, WILLIAM

Schiller Bldg., Chicago
30 Broad St., N e w Y o r k City
609 First National Bank Bldg., Chicago
Tribune Bldg., Chicago
M

234 M i c h i g a n

*RECKITT, ERNEST
*ROBERTS, WILLIAM H
*RUGG, ALBERT W
*SCHELTES, S. A

802 Marquette
824 Monadnock
802 Marquette
802 Marquette

*SEATREE, W . ERNEST

30 Broad St., New Y o r k City
824 Monadnock Block, Chicago
25 Broad St., N e w Y o r k City
Hibernia Bank Bldg., New Orleans, La.

* S T A N L E Y , EDWARD

Sherman,

*STERRETT, J. E
*THOMPSON, W . W
*TOD, A . KINNAIRD

*TURVILLE, GEO. A

Kentucky

Pittsburgh,
189 L a

S a l l e St.,

Chicago

Alaska-Commercial Bldg., San Francisco, Cal.
49 Wall St., New Y o r k City
..54 William St., New Y o r k City
Monadnock Block, Chicago
Honorary Member
New Y o r k City
Association

of Public

Accountants.

611 Columbia Bldg., Louisville
407 Urban Bldg., Louisville
Second and Walnut Sts., Louisville
Union National Bank Bldg., Louisville
514 Keller Bldg., Louisville
. . . W a l k e r Bldg., Louisville
Union National Bank Bldg., Louisville
Second and Walnut Sts., Louisville
Union National Bank Bldg., Louisville
611 Columbia Bldg., Louisville
611 Columbia Bldg., Louisville
Franklin Bank, Louisville, K y
Certified Public Accountants

*BIENVENU, EMILE
*HART, ALEX. A
Total, 2.

of

Tulane-Newcomb Bldg., New Orleans
Tulane-Newcomb Bldg., New Orleans

Maryland Association

of Certified Public

*ATKINSON, ALFRED

*BERRY, THOMAS L
*BLACK, WILMER
*BLACKLOCK, FRANK
*BRAUNS, FRED. L

Pa.

New Y o r k

BANTA, CHAS. W
COMINGOR, L
DRYDEN, T . W
HARRIS, CHAS. G
MELDRUM, OVERTON S
PARKER, W . S
SPENCER, ENOS
SCHWARTZ, G. W
TURNER, THOMAS E
WEAVER, B. PERRY
WEAVER, W . L
WOODS, JOHN S
Total, 12.
Louisiana,

Tex.

54 William St., New Y o r k City
100 Washington St., Chicago
79 Wall St., New Y o r k City

*VAUGHAN, A . S

*WALTON, SEYMOUR

Chicago

Chicago
Chicago
Chicago
Chicago

206 L a S a l l e St., C h i c a g o

*SELLS, ELIJAH W
*SMART, ALLEN R
*SPENCE, A . PYOTT
*STALLINGS, A . J

*WEBSTER, GEO. R
*WHITE, F. F
*WILMOT, H. W
*YOUNG, ARTHUR
*Wilkinson,Geo
Total, 63.

Ave.,

Bldg.,
Block,
Bldg.,
Bldg.,

Accountants

106 S o u t h St., B a l t i m o r e

Fidelity Bldg.,
American Bldg.,
108 L a w Bldg.,
418 East Pratt St.,

1109

23

Baltimore
Baltimore
Baltimore
Baltimore

American

Association

*BROWNING, R. M
*DODD, ALEXANDER

21 West Fayette S t ,
203 St. Paul S t ,

*EVANS, CLARENCE R .

1004 W . Lafayette Ave., Baltimore
909 Calvert Bldg., Baltimore

*HALL, CLAYTON C

*HALL, CHARLES
*HEHL, CHARLES L
*HUNTER, ANDREW J
*KUCHLER, JOHN C
*LEE, KARL L
*LILLEY, RALEIGH T
*MEYER,HERMAN F
*STARKLOFF, CARL V
*TEICHMANN, MAX
*THOMPKINS, JOHN A
Boyce, Fred G
Dawkin, Walter J
Hahn, S. M
Lemmon, J. S
Muir, D. D
Siegmund, C. E
Total, 27.

O

8 South S t ,

711 Fidelity Bldg.,
1027 Calvert Bldg.,
1109 American Bldg.,
1027 Calvert Bldg.,
Post Office B o x 703,
663 Calvert Bldg.,
135 East Baltimore S t ,
Sta. E., West Arlington,
800 Equitable Bldg.,
301 North Charles St.,
Honorary Member
Fidelity Bldg.,
Honorary Member
Honorary Member
Honorary Member
Honorary Member

Incorporated

ALBEE, AMOS D

Public

Accountants

Baltimore

Baltimore
Baltimore
Baltimore
Baltimore
Baltimore
Baltimore
Baltimore
Baltimore
Baltimore
Baltimore
Baltimore
Baltimore
Baltimore
Baltimore
Baltimore
Baltimore

of

53 State St., Boston

ALBEE, HERBERT H
BARDWELL, WALLACE E
BISHOP, GEORGE L

53 S t a t e St., B o s t o n
124 S u m m e r St., Pittsfield
161 D e v o n s h i r e St., B o s t o n

CHANDLER, ASA E
CHASE, GEORGE S

54 Kilby St., Boston
84 State St., Boston

*CHASE, HARVEY S
COMINS, EDWARD P
*DILLON, WILLIAM
DOUGLAS, ROBERT
DYSART, ROBERT J
EDWARDS, TRUMAN G
FRENCH, HERBERT F
GALE, GEORGE F
HALL, WILLIAM

Baltimore
Baltimore

524 S. B r o a d w a y , B a l t i m o r e

*FEUSS, ANDREW C
*GREENWAY,EUGENE

Massachusetts,

Year-Book.

84 S t a t e St., B o s t o n
84 S t a t e St., B o s t o n
50 C o n g r e s s St., B o s t o n
166 E s s e x St., B o s t o n
28 S t a t e St., B o s t o n
178 D e v o n s h i r e St., B o s t o n
166 E s s e x St., B o s t o n
Natick, Mass.

FRANKLIN

53 S t a t e

HARPER, RICHARD L

HERRICK, WILLIAM H

St.,

Boston

53 S t a t e St.,

Boston

24 Milk S t , Boston

KELLOGG, CHARLES F

35 C o n g r e s s

St,

Boston

MANSFIELD, GIDEON M
MANSON, GEO. W

904 Exchange Bldg., Boston
113 Devonshire S t , Boston

NEWELL, WILLIAM C
NICKERSON, AUGUSTUS
PARKER, EDWARD L

161 D e v o n s h i r e St., B o s t o n
53 S t a t e St., B o s t o n
50 S t a t e St., B o s t o n

PARSONS, JOSEPH S
PARSONS, THOMAS P
PIPER, HENRY A
PRIDE, E. L
RAND, WALDRON H
SAWYER, HOLLIS H

SETCHELL, M. E

214 Columbus Ave.,
1107 Tremont Bldg.,
953 Old South Bldg.,
8 Congress St.,

Boston
Boston
Boston
Boston

161 D e v o n s h i r e S t ,
131 S t a t e S t ,

Boston
Boston

Old South Bldg., Boston

STEWART, ANDREW

28 S t a t e

STRACHAN, G. D

St,

Boston

Blake Bldg., Boston

24

M embers.
*SPURR, T H O M A S S
STORER, N E W M A N W
T U F T S , FREDERICK C
*TUTTLE, C H A S . H

258 W a s h i n g t o n
161 D e v o n s h i r e
24 M i l k
84 S t a t e

WRIGHT, RICHARD W

Kurtz, Chas. C
Total, 40.

Honorary

Association

Honorary
Honorary
Honorary
Honorary
Honorary
Honorary
Honorary
Honorary
Honorary

Minnesota

Missouri
*AMBROSE, H. G
*BELDING, H. W
*BOISSELIER, R. W
*DICKINSON, A . LOWES
*FRASER, ED. A
*GREY, D. L
*KESSLER, E . H
*LUDLAM,CHAS. S
*MAY, GEORGE O
*PELOUBET, L. G
*POGSON, A. H
*POGSON, P. W

Member

Boston

Accountants.
Bldg.,
Bldg.,
Bldg.,
Bldg.,
Bldg.,
Bldg.,
Ave.,

Detroit
Detroit
Detroit
Detroit
Detroit
Detroit
Detroit

Saginaw
Ann Arbor
Kalamazoo

*WIXSON, FRED
Ashley, Noble
Byrnes, Charles J
Bland, J. Edward
Denby, Edwin
Hart, Ray
Peck, Archibald J
Warner, Fred. W
Wedmeyer, W. W
Zimmerman, H. M
Total, 20.

WENDELL, F . H
Total, 7.

Boston
Boston

Ford
Majestic
Penobscot
723 Majestic
McGraw
723 Majestic
189 Mount Elliott

*RUPLE, HARRY
*SPRINGER, D U R A N D W
*WEBSTER, N O R M A N E

*WEBB,RALPH D

45 M i l k S t . ,
260 C l a r e n d o n S t . ,

of Certified Public

*BECK, HOWARD C
*BROOK, W . H
*FLEMING, C. D
*GIES, FRED T
*GRIDLEY, W . D
*HAWKINS, N. A
*JEROME, J. J

GREEN, G. B
*HAYDEN, H . R
HINCKLEY, N. B
*STEELE, J. GORDON
*TEMPLE, H . M

Boston
Boston
Boston
Boston

953 Old South Bldg., Boston

WRIGHT, WALTER C
W Y M A N , GERALD

Michigan

St.,
St.,
St.,
St.,

Penobscot Bldg., Detroit
Member..
Detroit
Member
Ishpenning
Member
Detroit
Member
Detroit
Member
Midland
Member
Jackson
Member
Farmington
Member
Ann Arbor
Member
Pontiac

Society of Public

Accountants.

Metropolitan Life Bldg., Minneapolis
Corn Exchange Bldg., Minneapolis
Endicott Bldg., St. Paul
New Y o r k Life Bldg., Minneapolis
Germania Life Bldg., St. Paul
Minneapolis

Metropolitan Life Bldg., Minneapolis
Society of Certified Public

Accountants.

903 Chemical Bldg., St. Louis
Webster Groves
704 Missouri Trust Bldg., St. Louis
54 William St., New Y o r k City
Kansas City
1320 Third National B a n k Bldg., St. Louis
616 Frisco Bldg., St. Louis
30 Broad St., New Y o r k City
54 William St., New Y o r k City
42 Broadway, New Y o r k City
42 Broadway, New Y o r k City
42 Broadway, New Y o r k City
25

American
*RODWAY, S. H
*SELLS, ELIJAH W
*SMITH, J. PERCIVAL
*SPINNEY, WM. K
*STEELE, J. GORDON
*TRADER,N. M
*WESTERMANN, H. T
*WHARTON, T . F
*WRIGHT, FRANCIS A
*YOUNG, F. S
Total 22.

Association

Year-Book.

616 Frisco Bldg., St. Louis
30 Broad St., New Y o r k City
618 Victoria Bldg., St. Louis
601 Commonwealth Trust Bldg., St. Louis
N e w Y o r k Life Bldg., Minneapolis
903 Chemical Bldg., St. Louis
903 Chemical Bldg., St. Louis
Third National Bank Bldg., St. Louis
421 American Bank Bldg., Kansas City
701 New Y o r k L i f e Bldg., Kansas City

Montana State Society

of Public

*ARTHUR, DONALD

p.

*ANDREWS, A . J
*BADGER, A . G

O.

Box

597,

Butte

P . O. B o x 1387, B u t t e
Belgrade

*CRAWFORD,JOHN
*CRUMRINE, E .

Accountants.

. . . . P . O. B o x 1387, Butte

M

P. O. B o x

233, B u t t e

* H A Y , S . GEORGE

P. O. B o x

597,

*MANGAM, W . D
*MOORE, H . W
*PELOUBET, L . G

P . O . B o x 304, B u t t e
P . O . B o x 1387, B u t t e
P . O . B o x 1387, B u t t e

*PHILLIPS, J. C
*POGSON, A . H
*POGSON, P. W

503 Miner Bldg., Butte
42 Broadway, New Y o r k City
42 Broadway, New Y o r k City

*RABAN, GEORGE

Frank, Hon.
Kelley, Hon.
MacGinniss,
Richardson,
Total, 17.

H. A
C. F
Hon. John
Hon. C. H

New Jersey, Society

Honorary
Honorary
Honorary
Honorary

*ARCHER, JOHN P

of the State of

776 Broad St., Newark
Ridgefield

*BESSON, AUGUST J
*BARCLAY, WM. D
*CAMP, SHERMAN P
*CHEYNE, THOMAS
*COCKCROFT, WILLIAM
*CONANT, EDWARD R
*CONANT, LEONARD H
*COOPER, JOHN E
*COUGHLAN, MARTIN A
*DAVIES, W . SANDERS
*DuBois, FRANK G
*DUNDERDALE, FORBES
*FLINT, JOHN
*FOOTE, ELIAL T
*FORMAN, GEORGE

171 Bowers St., Jersey City
39 Thirteenth Ave., Newark
Triton Terrace, Newark
130 W a r d St., Paterson
4 Prospect Place, Red Bank
215 Main Ave., Passaic
12 Hollywood Ave., East Orange
205 Union Ave., Cranford
5 Chapel St., Orange
11 Broadway, N e w Y o r k City
Union Bldg., Newark
149 Bergenline Ave., Union Hill
815 Second St., Plainfield
74 Broadway, New Y o r k City
City Hall, Newark

11

*GANO, EDWIN E

Bound
S

*HEILES, RUDOLPH F

*LOMERSON, BENJAMIN

Falls

Butte
Butte
Butte
Butte

165 E l e v e n t h St., H o b o k e n

*BENTLEY, HARRY C

*LEWIS, JAMES M

Great

Member
Member
Member
Member

of Certified Public Accountants

*BEIDELMAN, W . H

*GREENWOOD, HERBERT
*HARTKORN, A U G U S T

Butte

Brook

Far

Arlington
Rockaway

Ave.,

Elizabeth

174 North Ninth St., Newark
552 M o n r o e

O

171 Jewett Ave., Jersey City

26

M embers.
*LORD, CLARKSON E
*MCNEE, R. HAMILTON
*MCSHEEHY, B. E
*MAGEE, HENRY G
*MILLIGAN, WILLIAM A
*NIELD, CHARLES F
*NIVEN, JOHN B
*OAKES, W . FOSTER
*PABODIE,BENJAMIN F
*PATTERSON, STUART H
*ROBERTS, T H O S .

30 Broad St., New Y o r k City
25 Broad St., N e w Y o r k City
51
Weston PI., Nutley
Market and Third Sts., Camden
52 Broadway, New Y o r k City
East Orange
98 Lorraine Ave., Upper Montclair
Roseland Ave., Essex Falls
36 Spring St., Montclair
12 East Ninth St., Plainfield

CULLEN

1203 G a r d e n

*ROBERTS, THOS. E . C

Vanderbeck

*SAMUELSON, FRANK, JR
*SAWYER, W . T
*SELF, EDWARD
*SMITH, JAMES JASPER
*STEVENS, RICHARD F

Hasbrouck Heights
16 S y c a m o r e A v e . , P l a i n f i e l d

*TWIST, O. S
*WILKINSON, GEORGE

7 Bloomfield Ave., Passaic
127 East Sixth St., Plainfield

*WOODLING, EDWIN G

302

*WOODRUFF, F. H., JR
*YALE, ELMER B
Total, 48.
New

York

State

Hoboken

Hackensack

27 North Midland Ave., Arlington
215 Broad St., Elizabeth
147 South Orange Ave., South Orange
302 Sherman Ave., Jersey City
1017 Prudential Bldg., Newark

*STORCK, GEORGE W
*SUFFERN, EDWARD L

*ABRAHAM,JOHN W
*ALLEN, J. L. M
*ANYON, JAMES T
*ARCHER, JOHN P
*ASHDOWN, EDWARD A
*BARBER,EDGAR M
*BOTH, CHARLES
*BRINKERHOFF, EDGAR B
*BROAKER, FRANK
*BROWN, RAYMOND C
*BRUMMER, LEON
*BUNCKE, HENRY C
*CALVERT,JOS. F
*CHAPMAN, R. M
*CHAPMAN, EDWIN N
*CHILD, C. B
*CHURCH, GEO. H
*CLAIR, FRANCIS R
*CONANT, L. H
*COOK, HOWARD B
*COOK, H . R. M
*CORWIN, H . S
*CULVER, A . I
*CUTHBERT, R. L
*DAVIES, W . SANDERS
*DAVIS, H . C .
*DEAN, T . B
*DIXCY, T . B
*DENNIS, W . H
*DUANE, THOMAS W
*DUNN, HOMER A

St.,

PL,

Society

P r o s p e c t St., C r a n f o r d

47 East Thirty-ninth St., Bayonne
180 Belmont Ave., Jersey City

of Certified

Public

Accountants.

82 Beaver St., New Y o r k City
280 Broadway, New Y o r k City
Broad-Exchange Bldg., New Y o r k City
225 Fifth Ave., N e w Y o r k City
32 Nassau St., New Y o r k City
641 Washington St., N e w Y o r k City
68 William St., New Y o r k City
32 Broadway, New Y o r k City
150 Nassau St., New Y o r k City
30 Broad St., New Y o r k City
277 Broadway, N e w Y o r k City
280 Broadway, New Y o r k City
123 East Twenty-third St., N e w Y o r k City
150 Nassau St., New Y o r k City
18 Wall St., New Y o r k City
31 Nassau St., N e w Y o r k City
55 W a l l St., New Y o r k City
280 Broadway, N e w Y o r k City
30 Broad St., New Y o r k City
30 Broad St., N e w Y o r k City
Fifty-ninth St. and Park Ave., New Y o r k City
30 Broad St., New Y o r k City
Albany, New Y o r k
49 Wall St., New Y o r k City
11
Broadway, New Y o r k City
43 Exchange Place, New Y o r k City
43 Exchange Place, New Y o r k City
72 Trinity Place, New Y o r k City
87 Nassau St., New Y o r k City
280 Broadway, New Y o r k City
30 Broad St., New Y o r k City
27

American
*EBBELS, CLARENCE L
*EDMONDS, D. J
*FEDDE, A . S
*FERO, DEROY S
*FISCHER, AUGUST
*FISHER, L.
O
*FORSTER, GEO. F
*FREEMAN, HERBERT C
*FREEMAN,W . E
*GALLAHER, E. Y
*GAYNOR, PHILIP B
*GIMSON, L. K
*GOODMAN,EDWARD CROSS
*GOODLOE, J. S. M
*GOTTSBERGER, FRANCIS
*GREENMAN, HOWARD
*GUNNELL,EDWARD
*GUNNELL, WM. J
*HAAG, JOSEPH
*HARNED, FRANKLIN M

*HART, H. B
*HABERSTROTH, FRED
*HECHT, CHARLES
*HERSLOFF,N . B
*HERTLE, JOHN C
*HIFTON, E. A
*HOLDE, R
*HOOKE, EDWARD W
*HOTSON, R. C
*HOURIGAN, JOHN
* H o w , FRANCIS
*HUNTER, ALEXANDER
*HUBBARD, L. S
*HYANS,EDWARD M
*IMMKE, HENRY W
*JUDD, O. R
*KETCHUM, N. V
*KOEHLER, THEODORE
*LAFRENTZ, F. W
*LINGLEY, R. T
*LINK, CHARLES C
*LITTLE, STEPHEN
*LITTLE, G. ELLIOTTE
*LITTLE, W . P
*LOOMIS, J. R
*LOUDOUN, WOOD S
*LUBIN, LOUIS
*LUDLAM, CHAS. S
*MACRAE, F. J
*MACINNES, DUNCAN
*MCCLEMENT, J. H
*MCCULLOH, C S
*MACFALL, THOMAS J
*MCKENNA, J. A
*MCWHORTER,CHAS. F
*MAAS,H . C
*MANVEL, FREDERICK C
*MAPES, LESTER D
*MARSHALL,FREDERICK

Association

Year-Book.

31 Nassau St., New Y o r k City
56 Pine St., New Y o r k City
30 Broad St., N e w Y o r k City
30 Broad St., New Y o r k City
Avenue A , N e w Y o r k City
120 Broadway, N e w Y o r k City
15 Broad St,, New Y o r k City
30 Broad St., New Y o r k City
55 Duane St., New Y o r k City
606 W . 115th St., New Y o r k City
165 Broadway, New Y o r k City
82 W a l l St., N e w Y o r k City
2 Rector St., New Y o r k City
Hayden Building, Columbus, O.
156 Broadway, New Y o r k City
25 Pine St., New Y o r k City
.165 Broadway, New Y o r k City
80 Dun Bldg., Buffalo, N. Y .
277 Broadawy, New Y o r k City

1011

17 S h e p h e r d A v e . , B r o o k l y n

30 Broad St., New Y o r k City
150 Nassau S t , New Y o r k City
170 Broadway, N e w Y o r k City
15 W a l l St., N e w Y o r k City
280 Broadway, New Y o r k City
30 Broad St., N e w Y o r k City
964 Grant Ave., New Y o r k City
60 Wall St., N e w Y o r k City
386 5th Ave., New Y o r k City
45 Maiden Lane, Albany
2 Rector St., N e w Y o r k City
60 W a l l St., N e w Y o r k City
76 William S t , New Y o r k City
27 E. Twenty-second St., N e w Y o r k City
347 West Forty-fifth St., N e w Y o r k City
119 Nassau St., New Y o r k City
253 Broadway, New Y o r k City
1135 Broadway, New Y o r k City
100 Broadway, New Y o r k City
527 Fifth Ave., New Y o r k City
Waldorf-Astoria, New Y o r k City
100 Broadway, New Y o r k City
2 Rector St., New Y o r k City
15 Broad St., N e w Y o r k City
30 Broad S t , N e w Y o r k City
68 William St., N e w Y o r k City
115 Broadway, New Y o r k City
30 Broad St., New Y o r k City
68 William S t , New Y o r k City
320 Broadway, New Y o r k City
135 Broadway, New Y o r k City
55 Wall St., New Y o r k City
22 East 109th St., New Y o r k City
62 William S t , New Y o r k City
50 Church S t , New Y o r k City
52 Broadway, N e w Y o r k City
489 Fifth Ave., N e w Y o r k City
31 Nassau St., New Y o r k City
53 Park Row, New Y o r k City
28

M embers.
*MITCHELL, S. R
*MORSE, PERLEY
*MOULL, JOHN
*MOYER, M. S
*MYER, GEO. W., JR
*NELSON, GODFREY N
*NICHOLSON, J. LEE
*NICHOLSON, F. T
*NILES, CHARLES E
*NILES, HENRY A
*NIVEN, J. B
*PACE, HOMER S
*PANGBORN, WARREL S
*PARK, JAMES
*PATTERSON, S. D
*PHELPS, C. D
*POTTER,ARTHUR G
*PROBERT, EDWIN
*PROUD, JOHN
*QUERY, CHAS. R

111

79 Wall St., N e w Y o r k
43 Exchange Place, New Y o r k
71 Water St., New Y o r k
149 Broadway, N e w Y o r k
52 Broadway, N e w Y o r k
52 Broadway, New Y o r k
346 Broadway, New Y o r k
52 Broadway, New Y o r k
111 Broadway, New Y o r k
Broadway, N e w Y o r k
30 Broad St., New Y o r k
154 Nassau St., New Y o r k
1 Liberty St., New Y o r k
52 Broadway, New Y o r k
141 Broadway, New Y o r k
143 Liberty St., New Y o r k
34 Central St., Murray Hill,
380 Broadway, New Y o r k
80 William St., N e w Y o r k
1 Madison Square, New Y o r k

*RIGBY, PERCY B

City
City
City
City
City
City
City
City
City
City
City
City
City
City
City
City
L. I.
City
City
City

1612 L u d l o w St., P h i l a d e l p h i a ,

Pa.

*ROBERTS, THOS. CULLEN
56 Pine St., New Y o r k City
*ROSE, ALFRED
56 Pine St., N e w Y o r k City
*RUCKER, R. H
27 Pine St., New Y o r k City
*SACHS, DAN
848 Greene Ave., Brooklyn, N . Y .
*SAPER,J. ELBERT
346 Broadway, New Y o r k City
*SARGENT, S. E
41 Park Row, N e w Y o r k City
*SEARLE, H . F
. . . 5 2 Broadway, New Y o r k City
*SELF, EDWARD
76 William St., New Y o r k City
*SELLS, ELIJAH W
30 Broad St., N e w Y o r k City
*SIMSON, LESLIE N
120 Broadway, New Y o r k City
*SINCLAIR, ARTHUR B
15 W a l l St., New Y o r k City
*SMITH, D. C
32 Broadway, New Y o r k City
*SPARROW, J .R
60 Wall St., New Y o r k City
*SPRAGUE, C. E
54 West 32D St., New Y o r k City
*SQUIRES, F. W
25 Broadway, New Y o r k City
*STERN, ALFRED J
.346 Broadway, New Y o r k City
*STRATTON, R. M
70 West Fifty-second St., New Y o r k City
*SUFFERN, EDWARD L
165 Broadway, New Y o r k City
*SUFFERN, ERNEST S
165 Broadway, New Y o r k City
*TATE, D. C
66 Broadway, New Y o r k City
*TEELE, A . W
30 Broad St., New Y o r k City
*TINSLEY, A . L
61 William St., New Y o r k City
*TOWNSEND, F. C
31 Nassau St., New Y o r k City
*ULBRICHT,R. E
Banco Nat. de Cuba, Havana, Cuba
*VAUGHAN,A . S
30 Broad St., New Y o r k City
*VEYSEY, W . H . P
32 Nassau St., New Y o r k City
*WALKER, A . P
49 Wall St., New Y o r k City
*WATSON, W . A
9 Richard St., Brooklyn, N . Y .
*WEISS, WILLIAM F
128 Broadway, New Y o r k City
*WICKS, A . H
302 Broadway, New Y o r k City
*WIEGAND, PETER C
223 Spring St., New Y o r k City
*WILKINSON, GEORGE
52 Broadway, New Y o r k City
*WILMOTT, ARTHUR
100 Broadway, New Y o r k City
*WOLFF,ARTHUR L
1 Madison Ave., New Y o r k City
*WOLFF, GEORGE F
165 Broadway, New Y o r k City
*WYMAN, JOS. G
60 W a l l St., New Y o r k City
Johnson, Jos. French, D.C.S
Honorary Member
New Y o r k City
Total, 148.
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Ohio State Society
*BREWSTER, FRANK
*CLARK, THOS. R
*COY, W . A
*COVERT, CHARLES A
*CUTHBERT, ROBT. L
*DEAVER, WM
*DOOLITTLE, T . C
*DUNN,H. A
*ERNST, A . C
*ERNST, THEO. C
*FISHER,LEON
*GEIGSBEEK, JOHN B
*GOODBODY, T . P
*GOODLOE,J. S. M
*HARCOURT,VIVIAN
*HAWKINS, N. A
*IMMKE, H. W
*KAUFFMAN, J. H .
*KELLER, H. A
*KENNEDY, GUY H
*KENWORTHY, A . W
*KERR, DAVID S

*LAMB, GEO. R
*LEEMING, HAROLD F
*LEISTER, B. P
*LESLIE, WILLIAM
*LINDARS, F. W
*LUDLAM,CHAS. S
*MACKENZIE, W . R
*MCINTOSH, R. J
*MCKNIGHT, J. J
*MANSELL, G. F
*MEAD, W J
*MILLER, J. A
*MORRIS, D. C
*MUNSTER, W . J
*NAU, CARL H
*PAGE,FREDERICK P
*PARKER, LEROY
*PATRICK, A R T H U R L

*PIGOTT, THOS. E
*Ross, F. A
*SELLS, ELIJAH W
*SMART, ALLEN R
*SMETHURST, RICHARD
*SPURR, THOMAS S
*STEELE, F. R. C
STERRETT, J. E
*SUFFERN, ERNEST S
*TEELE, A . W
*TEMPLE, H. M
*THOMAS, E. S
*THROSSELL, FRED. W
*WATSON, FRED
*WEBNER, F. E . . .
*WENTZELL, C. H
*WHITE, F. F
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Citizens' Bldg., Cleveland, O.
49 Wall St., New Y o r k City
707 N e w England Bldg., Cleveland, O.
603 Hayden Bldg., Columbus, O.
48 Wall St., New Y o r k City
27 N. Monroe Ave., Columbus
4215 Carnegia Ave., Cleveland, O.
30 Broad St., New Y o r k City
Schofield Bldg., Cleveland
Schofield Bldg., Cleveland
O
120 Broadway, New Y o r k City
Equitable Bldg., Denver, Col.
Spitzer Bldg., Toledo
Hayden Bldg., Columbus
Edificio La Mutua, No. 522, Mexico, D. F.
Majestic Bldg., Detroit, Mich.
30 Broad St.,New Y o r k City
Central Savings' Bank Bldg., Canton
Hayden Bldg., Columbus
Traction Bldg., Cincinnati
115
Broadway, New Y o r k City
248 S . F o u r t h

St., P i t t s b u r g ,

Pa.

Traction Bldg., Cincinnati
30 Broad St., New Y o r k City
Hayden Bldg., Columbus, O.
346 Broadway, New Y o r k City
Union Trust Bldg., Cincinnati, O.
30 Broad St., New Y o r k City
Worcester Block, Portland, Oregon
943 Ohio Bldg., Toledo
Hayden Bldg., Columbus
Traction Bldg., Cincinnati
Cuyahoga Bldg., Cleveland
First National Bank Bldg., Cincinnati
827 Williamson Bldg., Cleveland
Carlisle Bldg., Cincinnati
319 Superior Ave., Cleveland
49 Wall St., New Y o r k City
Board of Trade Bldg., Columbus, O.
109 C o l u m b u s

St., E l y r i a ,

O.

Cuyahoga Bldg., Cleveland
760 Temple Court, Minneapolis, Minn.
30 Broad St., New Y o r k City
Monadnock Bldg, Chicago, HI.
Traction Bldg., Cincinnati
294 Washington St., Boston, Mass.
131 State St., Boston, Mass.
54 William St., New Y o r k City
165 Broadway, New Y o r k City
30 Broad St., New Y o r k City
Germania Life Bldg., St. Paul, Minn.
Union Trust Bldg., Cincinnati
Citizens' Bldg., Cleveland, O.
Union Trust Bldg.. Cincinnati, O.
First National Bank Bldg., Cincinnati
Traction Bldg., Cincinnati
49 W a l l St., New Y o r k City
30

M embers.
*WRIGHT, J. E
Ellis, Wade H
Firestone, Clinton D
Foote, Allen Ripley
Foraker, Jos. B
Harris, Andrew L
Herrick, Myron T
Monsarrat, Nicholas
Total, 65.
Oregon

709 Fourth National Bank Bldg., Cincinnati, O.
Honorary Member
Cincinnati
Honorary Member
Columbus
Honorary Member
Columbus
Honorary Member
Cincinnati
Honorary Member
Eaton
Honorary Member
Cleveland
Honorary Member
Columbus
State Society

of Public

CHAMBREAU, J. J
*MACKENZIE, W . R
RAE, ALEXANDER C
WHITFIELD, WILLIAM
Total, 4.
Pennsylvania

Accountants.

Lumbermen's
224 Worcester
406 M c K a y
Commercial Club
Institute

*BARRETT, A . R
*BATES, STOCKTON..
*BIRD, THEODORE H
*BROWN,LAWRENCE E
*CANNON, P. W
*CARSON,C. C
*DICKINSON, A . LOWES
*FERNLEY, JAMES W
*FLINT, WILLIAM, JR

*HAYES, HYLAND B

*HEVERLE, RICHARD L

*JOHNSTON, D. VINCENT
*KENNEDY, R. E

of

Certified

Public

Bldg.,
Block,
Bldg.,
Bldg.,

Accountants.

42 W . Coulter St., Germantown
571 Drexel Bldg., Philadelphia
415 Crozer Bldg., Philadelphia
1612 Real Estate Trust Bldg, Philadelphia
907 Betz Bldg., Philadelphia
232 So. Front St., Philadelphia
54 William St., New Y o r k City
907 Betz Bldg., Philadelphia
5416 C a t h e r i n e St.,

*LYBRAND,WILLIAM M
*LYNN, JOHN R
*LYNNE, W . SAREL
*MAGEE, HENRY C
*MILLER, W . HARRY
*MONTELIUS, WILLIAM E
*MONTGOMERY,ROBERT H
*MOXEY,EDWARD P
*MOXEY,EDWARD P., JR
*PUGH,JOSEPH M
*RORER, WILLIAM W
*Ross, ADAM A., JR
*Ross, T . EDWARD
*SELLERS,ALFRED L
*SELLS, ELIJAH W
*SPAULDING EDWARD C
*STANLEY, EDWARD
*STAUB, E. ELMER
*STAUB,WALTER A
*STEENSON, JOHN F
*STERRETT J. E
*STINGER, J. D .
*STOCKWELL, HERBERT G
*TODD, CHARLES W
*VAUGHAH, JOHN

Philadelphia

.140 South Fourth St., Philadelphia
1228 N . W a r n o c k St., P h i l a d e l p h i a

1612 Real Estate Trust Bldg., Philadelphia
929 Chestnut St., Philadelphia

* L A W T O N ,W I L L A R D H

*LEWER, CHARLES

Portland
Portland
Portland
Portland

Wayne,

4 1 1 W a l n u t St.,

Pa.

Philadelphia

165 Broadway, New Y o r k City
925 Chestnut St., Philadelphia
Union Bank Bldg., Pittsburg
Market and Third Sts., Camden, N. J.
1314 Commonwealth Trust Bldg., Philadelphia
540 Drexel Bldg., Philadelphia
165 Broadway, New Y o r k City
...1202 Real Estate Trust Bldg., Philadelphia
1202 Real Estate Trust Bldg., Philadelphia
1831 Land Title Bldg., Philadelphia
907 Betz Bldg., Philadelphia
1831 Land Title Bldg., Philadelphia
1831 Land Title Bldg., Philadelphia
420 Mutual L i f e Bldg., Philadelphia
30 Broad St., New Y o r k City
1215 Marion St., Scranton
Peoples Savings Bank Bldg., Pittsburg
165 Broadway, New Y o r k City
Union Bank Bldg., Pittsburg
118 South Sixth St., Philadelphia
705 Penn Mutual Bldg., Philadelphia
1612 Real Estate Trust Bldg., Philadelphia
833 Land Title Bldg., Philadelphia
Land Title Bldg., Philadelphia
413 Fourth Ave., Pittsburgh
31

American
*VOLLUM, CHARLES N
*VOLLUM, ROBERT V
*WEISSINGER, CHARLES
*WILKINSON, GEORGE
*WITHERUP, WILLIAM
Rebbeck, Francis J
Total, 46.
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907 Betz Bldg.,
907 Betz Bldg.,
Twenty-seventh and Cabot Sts.
1001 Chestnut St.,
2032 North Twentieth St.,
Honorary Member
Society

of Certified

†ALLEN, GEORGE R

Public

Philadelphia
Philadelphia
Philadelphia
Philadelphia
Philadelphia
Pittsburg

Accountants.

29 Weybosset St., Providence

* B A R N E Y , FREDERICK W

P . O . B o x 68,

*CARPENTER, HAMILTON L
*GROSSMAN, CHARLES
*JENCKES, CHAS. S

Providence

211

W e s t m i n s t e r St., P r o v i d e n c e
248 B o w e n St., P r o v i d e n c e
49 W e s t m i n s t e r St., P r o v i d e n c e

*LAWTON, GEO. R
Total, 6.

B o x 159, Fall River, Mass.

†Died Jan. 2, 1910.
Tennessee

ANDREWS, T .

Society

of Public

Accountants.

A

Memphis

ELLIOTT, EDWARD S
EWING, OTIS R
FLISHER, CHARLES
GOODMAN, F R A N K

GRANNIS,

H.

Memphis
Memphis
Nashville
Nashville

W

Lebanon

HARSH, HARRY L
H U L L , ANDREW S
JONES, H O M E R K

Memphis
Memphis
Memphis

LEATHAM, E . F
METZ, J. G
PARSONS, A . A
RICHMOND, J. L

Memphis
Memphis
Memphis
Memphis

SHANON,

CHAS.

R

Memphis

SMITH, W . A
SNYDER, M . S

Memphis
Memphis

STONE, J. K

St. Louis, Mo.

WATSON, W . T

Memphis

Total, 18.
The Virginia Society

of Public

Accountants,

Inc.

BARBER, E . A
BARBER, E . A . , JR

Richmond, V a .
Richmond, V a .

BOUDAR, H E N R Y B
BOUDAR, T H O M A S

Richmond,
Richmond,

EVANS, W . M C K

Richmond, V a .

HILTON, W .
MAHON,

P

Norfolk, Va.

GEORGE

Gammon, Hon. A. J. S
Lesner, Senator John A
Total, 9.
Washington

Society

Honorary Member
Honorary Member
of Certified

*ARKLEY,GEO. M c D
*BUTLER, W . E
*CARROLL, H .

Va.
Va.

Public

Lynchburg,

Va.

Norfolk, V a .
Norfolk, V a .

Accountants.

211 N. 9th St., Tacoma
428 Pioneer Bldg., Seattle

W

Seattle

*CHIDESTER, W . C

St. Michaels, Alaska
32

Members.
*DICKINSON,A . LOWES
*HERRICK,ANSON
*HERRICK LESTER
*MCADAM, W M
*MEDLOCK, JOHN
*MOORHOUSE, E
*QUIGLEY, A
*ROBERTS, L. A
*SHEDDEN, GEO
*SHORROCK, E. G
*WHITE R. D
*WILLIAMS,C. M
Total, 16.
Wisconsin

54 William St., New Y o r k City
Merchants' Exchange Bldg., San Francisco
Merchants' Exchange Bldg., San Francisco
428 Pioneer Bldg., Seattle
1136 Henry Bldg., Seattle
Central Bldg., Seattle
428 Pioneer Bldg., Seattle
.....Seattle
National Bank of Commerce Bldg., Tacoma
428 Pioneer Bldg., Seattle
1136 Henry Bldg., Seattle
N e w Y o r k Block, Seattle
Association

of Public Accountants.

BUCKNAM, L. E
DANIELL, E. M
KLIEGEL, GEO. W .

Milwaukee
Milwaukee
Milwaukee

SCHNEIDER, H E N R Y
WEILL, SAMUEL S
WRIGHT, WALTER H

Milwaukee
Milwaukee
Milwaukee

Total, 4.

SOCIETY ASSOCIATES.
California.
*BROTHERTON, R . E

*MURPHY, CHARLES
Total, 2.

HAMILTON, A . E .
HARRIS, H. H
LOTT, GEO. B
SHODGRASS, M . T
Total, 3.

Box

292,

McCloud

c/o Natomas Consolidated, Folsom
Colorado.
1654 Broadway,
200 So. Corona St.,
State Capitol,
530 17th St.,

Denver
Denver
Denver
Denver

Connecticut.

*LANDON, WILLIAM P

602 Security Bldg., Bridgeport
Illinois.

CULLEN, WILLIAM H

1302 Hartford Bldg., Chicago
Louisiana.

JUMONVILLE, H . J

New

JUMONVILLE,

New

Orleans

MODINGER, GEO. A

New

Orleans

MANGHAN, FRANK J
M I E L L Y , EDMOND F

New
New

Orleans
Orleans

TURNER, GEO. A

New

Orleans

EDWARD

Total 6

Orleans

Maryland.

*DITMAN, CHARLES R

1 1 5 E . L o m b a r d St., B a l t i m o r e

*DOETSCH, ELSA
*HATTER,ELMER L

8-10 South St., Baltimore
1027 Calvert Bldg., Baltimore

*HOOPER, FLORENCE

8-10 S o u t h St., B a l t i m o r e

*PAGE, HOWARD P

Fayette and North Sts., Baltimore

*SCHNEPFE, CHAS. H . , JR

1 1 2 N . E u t a w St., B a l t i m o r e

Total, 6.
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Massachusetts.
Swampscott
53 State St., Boston
84 State St., Boston
28 State St., Boston
43a Oakview Terrace, Jamaica Plain
166 Essex St., Boston
256 State House, Boston
166 Essex St., Boston
214 Summer St., Boston
84 State St., Boston

ALBREE, EDWARD C
BYRNES ARTHUR T .
CHASE, ARTHUR
T.
DYSART, H U G H
M E Y E R , ORLANDO C .
POPE, CHARLES H . .
PRIEST, GEO. H
SANGER, GABRIEL . . .
WOODBRIDGE, J . M . .
W R Y E , WALTER C . . .

Total, 10.

Michigan.
BENNETT,

R.

J

Detroit

Total, 1.
Minnesota.
ANDERSON,

JULIUS

J

Minneapolis

DOUGHERTY, RICHARD A
FREEMAN, H . J
FRAME, W . A
ROBINSON, W . F

New Y o r k Life Bldg., Minneapolis
St. Paul
N e w Y o r k Life Bldg., Minneapolis
Minneapolis

SPIES, OTTO A
V A N KOERT, JOHN H

St.
St

Total, 7.

Paul
Paul

Missouri.
HENRY, FRANK R

HOUSTON, A . M
HURLBATT, E
MCCELLAND, D. M c K
Total, 4.

2014 M o r g a n

St., St. L o u i s

1320 Third National Bank Bldg., St. Louis
Manila, Phil.
Chicago, Ill
New

Jersey.

ATWOOD, WILLIAM

321 U n i o n St.,

Hackensack

PARKER, GEO. R

44 Stuyvesant Ave., Newark

WELLMAN, THOS. COLES

82 W e s t F i f t h St., B a y o n n e

Total, 3.

New

York.

HAND, OLIVER K
HUDSON, PAUL H
MAY, JOHN H
TACKMAN, JULIUS
WATKINS, HENRY A
Total, 5.

280 Broadway,
66 Broadway,
380 South Street,
Vark
165 Broadway,

New Y o r k City
New Y o r k City
New Y o r k City
St., Yonkers
New Y o r k City

Ohio.
BLYTH, L. W
BODLEY, J. W
CLOUD, JOSEPH D
FIGSBY, FOREST F

1220
404
404
1221
34

Schofield
Traction
Traction
Schofield

Bldg.,
Bldg.,
Bldg.,
Bldg.,

Cleveland
Cincinnati
Cincinnati
Cleveland

Members.
GANO, C. A
JONES, W . H
KELLY, EDGAR T
LANGDON, W . E
RUSK, STEPHEN G
SHAFFER, F. J
STALLMAN,

J.

N

STOEHR, ALFRED
STUART, H. C. G
YOUNG, F. K
ZIMMERMAN, A . L
Total, 15.

404 Traction Bldg.,
704 Pincell St.,
Hayden Bldg.,
Harrison Bldg.,
1221 Schofield Bldg.,
Harrison Bldg.,

Cincinnati
Cincinnati
Columbus
Columbus
Cleveland
Columbus

2417 Ingleside Place,
83 Beekman St., New
Third and Rich St.,
Traction Bldg.,

Cincinnati
Y o r k City
Columbus
Cincinnati

Cincinnati

Oregon.
BERRIDGE, ARTHUR
COLLIS, E. H
FERGUSON, J. W
RICHARDSON, J. Y
THOMPSON, L. E
Total, 5.

Worcester Block,
Worcester Block,
Board of Trade Bldg.,
Wells Fargo Bldg.,
Worcester Block,

Portland
Portland
Portland
Portland
Portland

Tennessee.
JACKSON,

W.

H

Memphis

JAY, H . M
QUIGLEY,
SIMS, R .

JAMES
P

Memphis .
E

Memphis
Memphis

Total, 4.
Washington.
*CULP, C. M
*SIMPSON, J. S . . . . .
Total, 2.

411 Occidental Ave., Seattle
6 Bowes Bldg., Tacoma

H O N O R A R Y MEMBERS O F T H E A S S O C I A T I O N
JOHNSON, J o s . F R E N C H
K I N L E Y , DAVID
MEADE, E . S

Total, 3.

New

York,

N. Y.
Illinois
Pennsylvania
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Total Membership

5

17
14
2
4
1

5
2

6

1

1

6
6
10
1
7
4

1
9

1
2
1
5
21

3
5
5
15

14
5
3

4

7

4

3

2
66

107

39

Total

Hon. Members
of State Soci't's

Associates

69
Fellows a t Large, Original
26
Fellows a t Large, E l . since Jan.10, 1905
Associates a t Large, Original
Asso. a t Large, E l . since Jan. 10, 1905
California State Society of C. P . A . . . .
35
Colorado Society of C. P . A
23
Connecticut Society of C. P . A
13
Georgia State Asso. of Public A c c ' t a n t s
9
Illinois Society of C. P . A
56
12
K e n t u c k y Asso. of Public A c c o u n t a n t s
2
Louisiana, C. P . A . of
20
Maryland Association of C. P . A
Massachusetts, Inc. P . A . of
39
9
Michigan Association of C. P . A
6
Minnesota Society of P . A
22
Missouri Society of C. P . A
Montana State Society of P . A
13
N e w Jersey, Soc. of C. P . A . of State of
43
126
New Y o r k State Society of C. P . A . . .
4
Oregon State Society of P . A
44
Ohio State Society of C. P . A
40
Pennsylvania Institute of C. P . A
R h o d e Island Society of C. P . A
3
18
Tennessee Society of P . A
13
Washington Society of C. P . A
Wisconsin Association of P . A
6
Virginia Society of P . A
7
658
Association Honorary Members.

Society Fellows
as well as other
Societies

Fellows

T h e T o t a l Membership of
the Association a t t h e present
time is as follows:

69
26
17
14
37
32
21
9
64
12
8
33
50
21
14
26
17
51
153
9
80
46
6
22
18
6
9
870
3
873

Record of Membership in
The American Association of Public Accountants—1896-1909
Years
1896
1897
1898
1899
1900
1901
1902
1903
1904
1905
1906
1907
1908
1909

Fellows

Associates

63
75
65
67
74
87
97
103
121
494
541
573
645
724

12
14
11
13
18
25
32
37
27
93
120
124
122
107

Societies
Honorary

32
39
36

Association
Honorary

3
3
3

Total
75
89
76
80
92
112
129
140
148
587
661
700
802
873

6

1
1

Proceedings.
The American Association of Public Accountants
Twenty-Second Annual Meeting
Denver, Colorado,
October 18, 19, 2 0 & 2 1 , 1909.
First Session, Monday Morning, October 18, 1909.
T h e Twenty-second Annual Meeting of the American Association of
Public Accountants was called to order in the Y . M. C. A . Auditorium,
at 10.30 o'clock on the morning of October 18, 1909, by President J. E.
Sterrett
T h e president announced that before taking up the regular program
an informal address of welcome would be delivered by State Senator
A . V . Bohn, who was the father of the Colorado C. P. A . law.

Address.
BY

Member

HON.

of the Senate

A.

V.

BOHN,

of the State

of

Colorado.

Ladies and Gentlemen: It is very pleasing and gratifying to me to
meet with you this morning and to know that I have been of some
service to such an excellent and intelligent body of men. I come from
the mountains to greet you, and I hope that before you leave our state
you will come to Leadville, that I may show to my constituents—the good
people that form the community which selected me to represent them
in the senate of the state of Colorado—that this is a class of men whom
it is well to meet. I am glad to feel that I am one of you by reason
of having performed a duty, which at the same time was a pleasure
to me. I hope I may become better acquainted with you before you
leave. I thank you. (Applause.)
THE PRESIDENT : I am sure we all appreciate this kindly greeting from
Senator Bohn, and I believe I voice the sentiments of the entire assembly
when I welcome him to our meetings and express the hope that he will
attend as many of them as possible.
The meeting was a special one held for the purpose of discussing the
following subjects: " T h e Relation of Economics to Accountancy," and
" Correct Accounting a Fundamental Basis for Regulation and Taxation."
A f t e r a presentation of the papers upon these subjects and the discussion thereon, an adjournment was taken until 9.30 o'clock on Tuesday
morning, October 19.
N O T E : The papers above referred to b y Dr. James E . Le Rossignol and Allen R. Foote
and the discussion relative thereto, appear in the Appendix, pages 127 to 142.
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Second Session, Tuesday Morning, October 19.
T h e meeting was called to order by the president at 9.30 o'clock.
THE PRESIDENT: I wish to introduce Mr. Alexander E. Fowlie, chairman of the Annual Meeting Committee, who will now take charge of
the meeting for a short time.
MR. FOWLIE (Colorado) : Ladies and gentlemen, when the invitation
was extended at Atlantic City for the twenty-second annual meeting of
the American Association of Public Accountants, the invitation came
not alone from the Colorado Society of Certified Public Accountants, but
from every citizen of our grand and glorious state, and I take pleasure
therefore in introducing to you our governor, Hon. John F. Shafroth.
(Applause.)

Address of Welcome.
B Y H O N . JOHN F . SHAFROTH,

Governor

of

Colorado.

Mr. Chairman and Gentlemen of the American Association of Public
Accountants: If I had time to read the literature which I see before
me here I might be able to give you an intelligent talk upon your affairs,
but I feel that I am somewhat in the position of the little boy who
was asked by a man whether he was going to school. T h e boy said,
'"Yes." " W e l l , " the man said, " H o w are you getting along?"
"Oh,
fine, fine." Then, " H a v e you gotten to addition yet?"
" O h , yes."
" H o w do you like addition?" " W e l l , " he says, " t h e figures go pretty
bad, but I can add the oughts like everything." (Laughter.) A s contrasted with yours, my knowledge is such that I feel somewhat incompetent to address people who are skilled in accounting, and who know
of the methods and all the modes not only of detection, but of proper
keeping of accounts, and all that I can do is to welcome you to our
city and to our state, and tell you that the citizens of Colorado are
exceedingly proud to have a body of men who are specially skilled in
any line, and particularly those who are skilled in those matters of such
a complicated nature as accounts, to be present and to visit our state,
and I am sure that the hospitality of the people will be received by
you in the manner in which it is meant, heartfelt and warm.
W e have had difficulties in the state of Colorado, in the various public
offices, particularly of this state; also in county offices, and abuses have
grown up and neglects and divers modes of bookkeeping have become
very objectionable, because it was impossible to keep track of the accounts
between the state and the various counties of the state. T h e General
Assembly recognized that last winter and provided for a public examiner
with various assistants, whose duty it would be to audit the books and
to start a uniform system of bookkeeping for the different public institutions of the state, and also to start the county treasurer in each of the
counties of this state with a system of bookkeeping under which proper
comparisons could be made and due accountings had with the state.
That General Assembly also passed the act which provided for a salary
of $3,000 for the public accountant and for various assistants. These
public examiners for the departments in the various states where such
legislation is in force, I understand have been a source of great benefit
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to those states, and I am quite sure that it will prove of benefit to the
state of Colorado. The system of bookkeeping in the various institutions of the state is entirely separate and distinct; they have not been
kept in any uniform manner, and it has been very difficult to ascertain
the exact status either of the institution or of its indebtedness to the
state treasury. I am hoping and expecting that our new plan will do a
great deal towards the saving of money and towards the due collection
of money for the state treasurer.
We have also in this state, as you know, a public accountancy commission. It has been recognized that this is a special work, and that
people who are to be engaged in it should have a distinct and clear
knowledge of the duties of their position as public accountants, and
consequently they have provided for the admission of parties to practice
as public accountants in this state.
I recognize that in state institutions at least and in county institutions
there should be uniformity in the system and manner of accounting.
It is most wholesome and proper, so that examinations may readily be
made, and so that proper accountings may be had with the different
officers. I believe that this principle of inspection, as it were, this examination into the books of account of the various institutions of the state
and counties, will ultimately spread to an examination into the books of
account of all the quasi-public corporations in the land. I feel that
this is a duty which exists between the officers of a quasi-public corporation, such as those which owe a duty to the public, those which have
franchises, those which receive certain benefits from the communities or
from the state, and that duty is to have an economical administration of
their affairs and a public accounting. I believe one of the greatest misunderstandings that has existed and which has caused more discontent
than anything else, is the fact that quasi-public corporations do not give
a public account of their expenditures and of their receipts. People have
been led to believe that enormous profits are made; people have been
led to believe that enormous salaries have been expended, and nothing
but an open, fair statement can remove the prejudice which exists against
corporations, and which prejudice lead the people to believe that they
are being unfairly treated as to the economical management and expenditure of the funds of such companies. (Applause.)
As is well known, nearly all of the insurance companies of the United
States are what are called mutual companies, companies in which the
policyholder himself is the interested party. W e all remember the
exposures in the state of New York some three or four years ago,
conducted by Governor Hughes of New York, in which it was shown
that presidents of some companies were getting $100,000, $150,000 and
even $200,000 per year salary. Now, it is not reasonable to suppose
that if those had been private corporations or corporations where the
expenditures came out of stockholders, any such gigantic salaries would
have been paid, and it is a fact that the public has learned these truths, of
the waste and disregard of money expended by those to whom it did
not belong, money belonging to the policyholders, which has aroused a
resentment in the people against extravagance in administration of corporations that have any fiduciary relation to the public or have a large number
of stockholders. Now, I believe that most corporations want to be honest.
They want to be fair. I believe that the people want corporations to
earn a fair amount, but they do not want extortionate nor exorbitant
amounts paid in administration or under the guise of attorneys' fees or
presidents' salaries and other salaries, and when the people and the
corporation get to know the affairs of the corporation and they are made
public I believe that the tendency will be to a large extent to remove
the prejudice which exists against corporations in the minds of many
of the public. (Applause.)
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Y o u r position, my friends, is such as to remove that prejudice, and
I am very glad, indeed, to see you meeting in convention for the purpose
of discussing questions of that character, for the purpose of formulating
resolutions and for the purpose of putting before the public, as it were,
the necessity for these examinations to be made especially into the affairs
of quasi-public corporations. I am sure your deliberations will be productive of good, and that your discussions will bring out the proper and
right methods, that the examinations which you propose will be in the
line of enlightenment of the public in those things in which they are
entitled to enlightenment, and that as to those matters relating to private
corporations, in which the public does not have the same interest, to the
degree that they should be kept private they may be so kept. This much
is necessary to the success of such corporations.
I will not detain you further. I did not expect to make a speech
when I came here. I picked up one of these reports, and seeing something about publicity, I thought I had to say something about it.
(Applause and laughter.)
But we welcome you to the city of Denver. W e know that your stay
here will be pleasant. W e have many attractive things in the neighborhood of Denver. Our mountains are most beautiful. The roads up the
canons are charming and very impressive. A n d if you could visit our
agricultural districts and see our crops when they are growing I am
sure you would say that the East is not in it with us in a comparison
as to the value of yield made upon our irrigated lands. W e have many
attractions here in the city, and I hope that your stay will be pleasant,
and I am sure it will be instructive as well. I am sure also that your
meetings and your deliberations will prove of benefit not only to yourselves but to the entire people. I thank you. (Applause.)
MR. FOWLIE: Not only Colorado as a whole joins in the welcome, but
we have with us a representative of our beautiful city. I allude to
Hon. J. A . Burnett. (Applause.)
HON. J. A . BURNETT (President Board of Supervisors, Denver) :
Ladies and Gentlemen—I picked up one of your programs and find
" Address of Welcome by the Hon John F. Shafroth, Governor of the
State of Colorado, and Hon. Robert W . Speer, Mayor of the City of
Denver." I know you will be disappointed in not meeting our mayor,
but circumstances were such that he could not be present with you this
morning, as he has on his hands a civic center proposition, and I suppose
is very busy getting it through. Under our charter, the president of the
board of supervisors, which I at present have the honor of being, becomes
the active mayor in the absence or inability to serve of the mayor. It
will perhaps surprise you to know that our mayor and many other of
our city officers are Democrats—and I am sorry to say our governor is
also. (Laughter and applause.)
GOVERNOR

SHAFROTH:

I am not

sorry.

MR. BURNETT (continuing) : But the board of supervisors consists of
six Republicans and one Democrat. So we have some saving power.
But we believe that municipal government is a business and not politics.
(Applause.) Our citizens are independent. Therefore our government
is good. W e have a Democratic board of aldermen, a Democratic mayor
and a Republican auditor and a Republican city treasurer. When our
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people go to the polls to vote they vote mostly for the men and not for
parties. By these methods we are accomplishing much that is unknown
or unheard of in some of our larger cities. W e have become known
throughout the East, West, North and South as a city of beautiful homes,
a city of churches and schools, a city of parks and boulevards, a city of
light, and last, but not least, a city of clean streets, and a city where all
work together and pull together for the welfare of all. (Applause.)
W h e n I received Mr. Spencer's letter, it was put in one of the two
baskets on my desk, one of which is for private correspondence and the
other official correspondence. One evening after I had finished work, I
picked up the letter and I found that I had an engagement today to go
to Greeley. But on reading over the letter and seeing that this was a
meeting of public accountants, I immediately cancelled that engagement
in order that I might be with you today. I will tell you why I did this.
There came back to me my early boyhood days. I used to live down in
Illinois on a farm. I was raised there. I started out as a school teacher,
and I will bet that more than one of you here today started out in the
same way. Y o u know in order to be a country school teacher you have
to be a kind of an all-around fellow; that is, you are supposed to teach
school, about fifty or sixty scholars, and have about as many grades as
you have pupils (laughter) ; and one night in the week you are supposed
to teach singing school; the next night you are supposed to give lessons
in penmanship, bookkeeping and commercial law, etc. I can remember
the first school room in which I taught. It was about the size of this
room. W e had a big blackboard, on which we were supposed to teach
the pupils how to keep books, how to add—not merely as our governor
has said, the ciphers, but the figures from 1 to 9 also, and have it
accurate. W e taught the rudiments of bookkeeping. Y o u know how it
was done; after you got your classes advanced a little you advised them
to go and buy blanks; you would tell them to go and buy a quart of ink,
and a big bottle of red ink and a ruling pen and a ruler, and they commenced to rule up a journal and a ledger. Do you remember how we
used to rule them up in red ink—take a man half an hour to rule a page!
Then you commenced and you would run a grocery store or you would
run a drug store. Y o u commenced with some simple article, and, you
remember, if a man bought a sack of flour, " John Smith, debtor, to
John Jones, one sack of flour, $2.50;" then you would credit merchandise;
if you paid cash you would have to credit cash, debit merchandise, and
so on, etc. W e thought at that time we were teaching bookkeeping! A t
the end of the week you would take the red ink—if you had enough l e f t —
(laughter), then you would balance it in your journal, and then journalize
it and balance up your journal. When you got through, if a man did
not sell too many sacks of flour, the system was such that one ordinary
man could have kept the books for a small grocery store. But by your
strenuous work you have revolutionized this system of keeping books.
I can remember some years later I entered the employ of what is
today one of the largest corporations in America, and their system was not
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much better than the one I have just described. They sent me down to
Boston in 1889 to check up and audit the Boston house. That was the
first work I did for them, and the books if anything were worse than
the grocery store books. But that corporation, immediately upon the
expansion of their business, saw their mistake, and they employed a
man whose name is familiar to all of you, who is with them today, and
who has put into force for that corporation a system which perhaps is
as good as there is in the country.
I notice in one of your pamphlets, " T o be successful a trader must
supply his customers with the article they require." This is applicable
not only to the merchant but as well to the manufacturer, and he can
do this successfully only through the systems of cost and financial accounts
which you people and your understudies have put in force. B y means of
them the manufacturer is able to tell before the iron is cold what a
given article has cost him. He is able to tell you as soon as it is sold
exactly what the selling cost is. You! are able to tell him as soon as
the money is collected, in the fall or spring, as the case may be, what
the cost of collection has been, and by your methods, and by your
abstracts every Monday morning the department manager or general
manager knows exactly where he is. A n d by these methods the manufacturing cost has been reduced; the selling cost has been reduced and
the collection cost has been reduced.
A n d what is applicable to business is applicable to the running of a
city; and to be successful the officers must supply their people with just
what they require. In this city we have a public accountant, an expert
accountant, and I want to say to you that this is one of the most important of all the offices in this city. This officer has devised methods of
accounting which are simply marvelous, and from which he can give you
an abstract any morning in five minutes.
Ladies and Gentlemen, I wish to say to you that we are very glad you
have come to Denver. People who come to Denver get the habit and
want to come back. I assure you we want you. W e want you to take
time to visit our parks. Of course the season is a little late now, since
the frost has nipped the trees, but we would like to have you see our
parks and boulevards; our auditorium, this week occupied by the E l k s —
we would like to have you see it. It is the first auditorium in the United
States that was built by a municipality. This auditorium is owned by
the city of Denver. It belongs to our people. W e are therefore able
to give entertainments there free of charge, band concerts, etc. W e hope
you will take a trip through our state, and we know that you will not
be disappointed. W e want you to feel welcome. Y o u have your names
on your badges, and if anybody gets lost we will find them and return
them to you. (Laughter and applause.)
MR. FOWLIE : That Colorado may know that the American Association
appreciates the welcome it has received, I call on Mr. Temple of Minnesota to respond.
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Response.
On Behalf of the Association.
B Y HERBERT M . T E M P L E ,

C. P. A. of the Minnesota

Society of Public

Accountants.

I am sure I voice the earnest heartfelt sentiment of every member
of the American Association of Public Accountants when I say that we
thoroughly appreciate the cordial greetings and elaborate preparations
for our entertainment by the members of the Colorado Society of Certified
Public Accountants and the citizens of Denver. It is a great pleasure for
the members of our association to greet and be so hospitably received
by the Colorado Society and its friends.
W e wish to congratulate the citizens of Colorado in the matter of
the adoption of its certified public accountant law, and we are confident
that it is a step in the right direction. One of the principal endeavors
of our organization has been the practical development of certified public
accountant legislation and the consistent development of accountancy as a
profession.
W e also wish to make acknowledgment of the kind words of welcome
from the governor and the representative of the Mayor of Denver. T h e
information relative to the adoption by Colorado of a uniform plan of
accounting, and of the efforts to standardize the state accounting methods
by the appointment of public examiners, is pleasurable, and it is to be
hoped that the governor will see to it that each and every examiner
so appointed is a certified public accountant of Colorado.
The program presents many pleasant prospects, and will be thoroughly
enjoyed. W e also wish to thank the Colorado ladies for their presence
and the generous entertainment they have provided for the ladies of our
party. W e are confident that this will be the best meeting that has ever
been held by the American Association and as the aims and ambitions of
the members of the association are very high, we feel sure that we have
done wisely in selecting the " mile high " city for our deliberations, and
the good that will be accomplished as a result of our deliberations under
these delightful conditions will long be treasured and remembered by us all.
MR. FOWLIE: W e will now take a recess until 11.00 o'clock, thus giving
you an opportunity to shake hands with the Governor and Mr. Burnett.
A recess was here taken until 11.00 o'clock.
A f t e r the intermission the session was called to order by the president.
T h e roll was called by the secretary, who reported a quorum present.
The president appointed Messrs. R. H. Montgomery, E. L. Suffern and
J. H. Kauffman to serve as a Committee on Credentials.
THE PRESIDENT : There are certain matters before us with which we
can proceed pending the report of the Committee on Credentials. T h e
first is the confirmation of the minutes of the preceding meeting.
These
are printed in the Association's Year Book. I presume it is not necessary
to have the minutes read, and therefore a motion to accept the minutes
of the proceedings of the last meeting as printed in the Y e a r Book is
in order.
MR. COOPER: I move that the minutes of the last annual meeting as
printed in the Y e a r Book be approved.
This motion was seconded and carried.
Secretary Roberts here read the following telegram from Mr. Morphy,
secretary of the Institute of Chartered Accountants of Ontario, Canada:
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Institute Chartered Accountants of Ontario send greetings.
good wishes for continuous success your association.
ARNOLD M O R P H Y ,

Cordial

Secretary.

THE PRESIDENT: Under the by-laws the Board of Trustees are required to present a report at each annual meeting, and unless there is
objection that report will be presented at this time.
Secretary Roberts read the following report:

Report of the Board of Trustees.
Since the annual meeting of the Association at Atlantic City, N. J., last
year, a vacancy was caused on the Board of Trustees by the death of
Mr. Franklin Allen on the 27th February, 1909, and by resolution of the
Board of Trustees held on 20th April, 1909, Mr. E. L. Suffern, C. P. A.,
was duly elected trustee in his stead for the remainder of his (Mr. Allen's)
term, which will end October, 1911, and for the vacancy caused in the
Executive Committee by the death of Mr. Franklin Allen, Mr. E. W . Sells
was appointed.
T h e Board of Trustees in their discretion and by resolution (April,
1909), extended the powers of the Executive Committee in order to
expedite the affairs of the Association, whereby they were authorized to
supervise and direct the affairs of the Association in the intervals between
the meetings of the Board of Trustees, with full power, except as stated
in Section 8 of Article I of the By-Laws.
T h e Association is to be congratulated on the continual advancement
of the profession as evidenced by C. P. A . enactments, the formation
of accountant associations, and otherwise, as appears by the reports of
the various state societies, standing and special committees, which have
been printed and circulated among the members of the Association.
The Trustees recommend the adoption of the report of the By-Laws
Committee so far as it relates to the report of June 29, 1909. In respect
to the By-Laws Committee report of July 29, 1909, the Board recommends
1. That the recommendation of the committee in reference to Rule I,
Article 7, be laid upon the table.
2. That the recommendation of the committee in reference to Rule 6
be reported unfavorably.
3. That Rule 7 as amended be reported favorably.
The amendment consisted of the addition of the following words after
the word " concerned "—unless the action of such member shall not violate
any of the fundamental rules of the Association.
T h e Treasurer's report shows a Surplus or a total Accumulated
Fund of $1,853.53 at 30th September, 1909.
T h e membership of the Association now stands at nearly 900, an
increase of about 100 over the roll of members at 30th September, 1908.
T h e Trustees extend their cordial congratulations to the newly elected state
societies—Wisconsin, Montana and Virginia—as well as to the individual
members who have been admitted Fellows and Associates at large. T o
the latter they urge the importance of using all efforts in their power
to the promotion of state societies with a view of procuring C. P. A .
legislation.
T h e Trustees approve the adoption of the report of the Committee
on Appropriation Budget for the ensuing year, amounting to $3,750, divided
between the various accounts and committees of the Association.
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They thank the gentlemen who have contributed valuable papers for
discussion by members; and to the members of the Colorado Society of
Certified Public Accountants they give their heartiest thanks of all for
the welcome the Association has received at this convention.
On behalf of the Board of Trustees,
J. E. STERRETT, President,
T . C U L L E N ROBERTS,

Secretary.

THE PRESIDENT : Y o u have heard the report of the Board of Trustees;
what is your pleasure?
MR. SUFFERN : Mr. President, I move that the report of the Board be
accepted.
This motion was duly seconded and after some general discussion it
was carried.
THE PRESIDENT : In connection with the report of the Board of Trustees there are some recommendations as to changes in by-laws.
The
proposed changes are fully set forth in the call for the meeting and are
contained in two reports by the Committee on By-Laws. T h e first is a
report under date of June 29, 1909, which has been referred to this
body with the approval of the Board of Trustees.
MR. COOPER: I move that the amendments to the by-laws proposed
by the Committee on By-Laws in its report of June 29, 1909, and
approved by the Board of Trustees, be adopted.
T h e motion was seconded, thereupon put by the chair, and carried
unanimously.
THE PRESIDENT: W e will now pass to the second report of the
Committee on By-Laws and to the recommendations of the Board of
Trustees thereon.
MR. JOPLIN: Mr. President, I move that the recommendation of the
Board of Trustees that the amendments to Rule 1 be laid on the table
be adopted. Carried.
THE PRESIDENT: What is your pleasure as to Rule No. 6?
MR. MACKENZIE: Mr. President, I would move to confirm the recommendation of the Board of Trustees that the proposed Rule 6 be not
adopted. Carried.
THE PRESIDENT : Rule No. 7 is reported by the trustees favorably with
a slight amendment.
A f t e r some discussion Rule No. 7 as revised by the Board~of Trustees
was adopted.
MR. TEMPLE: Mr. President, while we are waiting for the report of
the Committee on Credentials, I move that we now listen to the president's
annual address. Carried.

President's Annual Address.
It is always gratifying to report a substantial increase of membership,
and the report of the Board of Trustees will show a considerable gain
in our numbers during the past year. While the gain secured indicates
a healthful growth, I am inclined to believe that our membership might
be much larger if a more persistent effort was made by the constituent
state societies to get into their membership all the accountants to whom
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certificates have been issued. A comparison of the number of certificates
issued with the total membership in the respective state societies and in
this Association would seem to indicate that the benefits of such membership are not fully appreciated by many of the holders of C. P. A .
certificates. While undoubtedly the state societies do represent the best
life of the profession in their several localities, it may be suggested that
the effective usefulness of each would be multiplied by the admission
to membership of a larger proportion of those who are qualified for such
membership.
T h e report of the trustees embodies, as heretofore, reports of the
various officers and committees and from most of the state societies, to
all of which your careful attention is requested. It is neither necessary
nor desirable to attempt at this time a comprehensive review of these
reports, but the time does seem opportune to refer briefly to a few matters
suggested thereby.
The report of the treasurer shows that the Association has kept its
expenditures within its income, and while this in itself is commendable
and denotes a financial policy that should be adhered to, the fact nonetheless remains that the Association ought to increase its activities and
thereby necessarily increase its budget.
A s yet the Association has no fixed habitation. The officers of the
Association have always cheerfully given the use of their private offices
for trustee and committee meetings and this course has imposed no serious
burden upon them. Viewed, however, from the standpoint of the Association it will be readily acknowledged, I think, by everyone, that the
lack of suitable headquarters detracts from the dignity and influence of
the Association. In my judgment, it is highly desirable that the Association at an early date secure one or two good rooms in the city of
New York, or such other city as may be selected by the Association, for
use as an official residence. T h e present income of the Association,
however, is not sufficient to enable the necessary appropriation to be
made, and until means are found of increasing the revenue it is useless
to consider any steps toward the end suggested.
Our profession is constantly widening in its scope, and this Association should take a more active interest in legislative, educational and
business problems. W e believe that by training and experience the public
accountant is fitted for broad and useful service in the community, and
it is gratifying to all of us to see the increasing recognition that is being
given to this claim. Under its present form of organization, however,
our Association is not fully prepared to deal with many of the problems
with which it is confronted or to branch out along useful lines that are
constantly opening to it. I am convinced that it would be much to the
advantage of the Association if it were to secure the services of an
executive officer, who might also perform the duties of the secretary,
who would be free from the limitations that are necessarily placed upon
one who is at the same time in practice as an accountant. Such a man
as I have in mind should be well trained in the ways of business,
broad-minded, and of agreeable but forceful address.
He should
be capable of initiating work and enlisting the co-operation of
members of the Association in carrying out plans undertaken.
Being
free from professional engagements and free from the implications of
personal motive that might be laid at the door of any one in active
practice, he would be able to keep in close touch with other representative
business and educational bodies, and as occasion might require, act as
representative of this Association. Our present secretary, who has labored
so faithfully in the interests of the Association, understands that in what
I have just said I am not expressing a criticism but simply stating a
condition, and I believe I am not alone among those who are intimately
acquainted with the present needs of the Association in feeling that the
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condition to which I am directing your attention is of such moment as
to warrant your very careful consideration. Without increased revenue,
however, your Board of Trustees is powerless to act, and how to
secure a larger income is a problem not altogether easy of solution. The
logical method of increasing our revenue would seem to be through an
increase of annual dues, but there are practical reasons that tend to
make this course difficult if not impossible for the present. One reason
is that a change in the by-laws of the Association would be necessary
and this in turn would involve a change in the by-laws of probably all
the state societies. An increase in membership dues is never a popular
proposal, and it is quite probable that were such an increase to be proposed
it would fail to meet with satisfactory support. In view of the delay and
the possible opposition that might be encountered in securing an increase
of membership dues, it has been suggested that many members of the
Association would be willing to subscribe, say, for three years, to an
annual fund to be used to supplement the income of the Association. The
adoption of this plan would work no hardship on any one, as subscriptions
to the fund would be purely voluntary, and when the value of the results
attained from the broader activities made possible through this increase of
expenditure has been demonstrated, no doubt this provisional fund would
be displaced by an increase of dues or perhaps rendered unnecessary
through an increase of membership. Whatever the means adopted, it
seems certain that the Association is approaching a point (if, indeed, it
has not already reached it), where its activities must be increased if its
usefulness to the profession is to be at all adequate.
During the past year five states have passed legislation regulating the
profession of accountancy. These states are Montana, Minnesota, Massachusetts, Missouri and Nebraska. It is interesting not only to note the increase of C. P. A . states but also to compare the rate of the growth of this
legislation. As you all remember, the first law was passed in New York
in 1896. This law stood alone for three years, until in 1899 the
Pennsylvania statute was enacted. In 1900 Maryland fell into line, and
in 1901 the California law was passed. The last year in which no C. P. A.
legislation was attained was 1902, but in 1903 both the Illinois and Washington bills were passed. In 1904 only one law was secured—that of
New Jersey—while in 1905 two laws were passed, and in 1906 only one
was added. Since that time the growth has been more rapid. In 1907
we find three laws enacted, and in 1908 three, while, as has just been
stated, during the year we are now closing five new laws have been
made effective.
In addition to the laws that have been enacted, a number of bills
have failed of passage in other states, but, with the persistence that has
characterized the entire C. P. A. movement, no doubt these will be
brought forward during the coming winter, and it is expected that next
year the list of C. P. A. states will be substantially increased.
A good deal of variety exists in the twenty-one C. P. A. laws that
have been passed, and while in recent years the Association, through its
legislative committee, has exercised a helpful influence toward uniformity
in essentials, there are bound to be differences in details. The value of
C. P. A. legislation depends partly upon the form of the law itself, but
even more upon the rules of the board of examiners and the intelligence
and fidelity of the members of these boards in executing the law and
applying their rules. In all or nearly all of these laws there is a provision
either expressed or implied, giving the board of examiners a wide discretion in carrying out the provisions of the act. It is right that such discretionary power should be lodged in the board, as otherwise its actions
are hampered and the results achieved must be impaired.
A n essential feature that should be found in every C. P. A. law is a
provision to the effect that its enforcement shall rest upon a board of
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examiners that in the ordinary course will be responsive to the best
professional sentiment. In this way only is it possible to maintain
standards of admission to the profession that will be reasonable in their
application to current conditions and yet constantly progressing toward
higher planes.
W e should be encouraged by the success that has attended past efforts
to secure C. P. A. legislation, and we should press forward with vigor
for laws in states where none now exist, but we must not for a moment
forget that each new law places a responsibility upon the profession, and
in the enforcement of these laws the profession, and especially the examining boards, must be guided by high ideals and entire fidelity of purpose.
Because of the intimate relation between the administration of these
laws and the development of the profession itself, it seems to me that
the Association has not only a right but a duty to maintain a friendly
and sympathetic, but none the less vigilant attitude toward the work
that is being done by the boards of examiners. So far as practicable
uniform standards should be maintained throughout the country, but this
uniformity should be a uniformity secured through the attainment of
high standards in all the states without the lowering of standards in any.
During the year just closing, further consideration has been given
to ways and means for securing from the national government legislative
recognition for our profession. Thus far no plan for direct recognition
has been deemed feasible and it is unlikely that Congress can, under our
constitution, enact legislation at all corresponding to our state legislation. Even were such legislation possible, I am not at all sure that it
would be desirable, at least at this time. Under such a law the right
of admission to practice would most likely be controlled by some commission or body that would be recruited from outside our ranks and thus
perhaps not fully responsive to the views of the profession relative to
standards of training and conduct, and possibly more or less indifferent
to the proper development of accountancy.
A s yet the federal government has not proposed any measure for the
regulation of corporations that takes our profession into account, but with
our growth in numbers and responsibility it seems reasonable to believe
that legislation may be passed under which the government will accept
within suitable limitations the accounts of corporations bearing the certificate of a properly accredited accountant. Inasmuch as many of the
largest and best managed corporations have already voluntarily adopted
the plan of independent audits by public accountants, legislation aiming
to require such audits would hardly meet insuperable objections from
the corporations and it would unquestionably give better results to the
government at an infinitely less cost to the taxpayer than the plan of
employing an enormous staff of examiners in the federal service. The
latter scheme, which seems to be the one upon which the authorities at
Washington have hitherto been working, involves an enormous burden
of expense, and for many reasons cannot be efficient.
The need for publicity of corporation accounts is too real to be denied.
Mere publicity, however, is of little value unless the accounts are prepared
in conformity with correct accounting principles.
The regulation of corporations will, it seems certain, engage the attention of Congress during the coming winter, and whatever the form this
legislation may take, the influence of this Association should be exerted
to its utmost toward securing therein reasonable and adequate provisions
relative to the treatment of accounts. This is a duty we owe not only
to our clients but as good citizens to our government as well.
The past year has witnessed a continued development along the
lines of business education. The report of the Committee on Education
gives an interesting and highly gratifying review of the work that is
being done by the various colleges and university schools throughout the
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country in providing courses of instruction for students of accounting.
It seems reasonably certain that accounting has now demonstrated its
right to a place in the curriculum of a college, and its general adoption
by progressive institutions of learning should depend upon the working
out of internal arrangements.
This educational development is one of vital importance to our
profession. Perhaps the greatest need from which we suffer to-day is
the lack of high grade young men of broad education coming into
accountancy. N o more attractive field of professional activity is open
to young men of the right equipment, and it is to be hoped that a
larger number will avail themselves of its opportunities.
It is pleasing to note also the increasing activity of the several state
societies, particularly in the way of holding frequent meetings for the
discussion of topics of common interest. Such meetings are an aid not
only to an increase of knowledge, but, what is of equal, if not even
greater importance, they promote a true professional spirit among the
members attending the meetings.
In view of the interest manifested by our members in matters of
mutual interest and advancement, it is surprising to learn, as stated by
the Committee on Journal, that of the approximately 2,000 subscribers
to The Journal of Accountancy, only a little more than 300 are accountants
or assistants in accountants' offices.
T h e Journal was established by
and aims to serve the accountancy profession, and in my judgment it
serves it well, and deserves the hearty support of every member of this
Association.
T h e year just closed has been full of encouragement to our Association, and for the results attained the thanks of the Association are
due to the several committees, the members of which have labored so
enthusiastically for the common good. (Applause.)
MR. MACKENZIE: Mr. President, I move that the President's address
as read be accepted, and printed in the Year-Book.
T h e motion was carried unanimously.
T h e Committee on Credentials not being ready to report an adjournment was thereupon taken until 2.30 o'clock.

Third Session, Tuesday Afternoon, October 19, 1909.
T h e meeting was called to order at 2.30 o'clock p. m. by President
Sterrett.
MR. J. P. JOPLIN (Illinois:) Mr. President, I move you, sir, that the
regular order of business be suspended and that we proceed to the reading and discussion of the papers stated on the program; that the presentation of the report of the Special Committee on Accounting Terminology
be allotted thirty minutes; that the paper to be presented by Mr. Stockwell be allotted one hour and fifteen minutes; that the paper to be presented by Mr. Mackenzie be given one hour, and that after the discussion
on each paper has been opened by those mentioned on the program,
others wishing to speak upon the subject be allowed five minutes each,
and be given the floor but once, unless by special permission.
This motion was seconded and carried.
NOTE : The papers above referred to and the discussions thereon will be found in the
Appendix herein pages 159 to 192.
Upon the conclusion of the discussion the meeting adjourned until 9:30 Wednesday Morning.
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Fourth Session, Wednesday Morning, October 2 0 , 1909.
T h e meeting was called to order at 9.45 o'clock by the President.
Mr. R. H. Montgomery read the following report of the Committee on
Credentials:

Report of Credentials Committee.
Societies represented

19

Entitled t o
Societies not represented by accredited delegates:
Kentucky,
Louisiana,
Rhode Island,
Virginia.
Original Fellows at large entitled to vote in person or
by p r o x y ; represented by proxies
Present in person and reported to committee

534 votes

22
3

Total vote passed by Committee

25
549

Fellows-at-large elected subsequently to January 10, 1905 are not represented by an elected delegate.
ROBERT H .

MONTGOMERY,

EDWARD L .

SUFFERN,

J. H .

KAUFFMAN.

MR. E. W . SELLS : I did not hear the name of the Louisiana Society
mentioned. M y understanding is that that society was elected the year
before. They are so reported in the Year-Book.
THE PRESIDENT: The Louisiana Society is not included in the list
but it does not mean, as the Chair understands it, that the Louisiana
Society is not a member of the Association, but that it is, for the purposes of this meeting, without representation. This is because we have
insufficient data before us to determine the number of votes to which
the society is entitled.
MR. MONTGOMERY : I would add, Mr. President, that there is no question about the Kentucky Society being a member of the Association, but
that society has not had a meeting for several months, did not elect delegates, and did not send in a certified list of its members so that the Committee did not have the data before it on which to base a report.
THE PRESIDENT: A r e there any other suggestions to make relative
to the report of the Committee on Credentials? If not, the report is
before you. W h a t is your pleasure?
On motion, duly seconded, the report of the Committee on Credentials
was accepted.
THE PRESIDENT: T h e next matter in the regular order of business is
the election of officers and trustees. I will ask Mr. E. W . Sells, a past
president of the Association, to kindly take the chair.
So
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Mr. E. W . Sells, New York, here took the chair.
THE CHAIRMAN : Under the authority of
tellers Mr. W . R. Mackenzie, Oregon; Mr. E.
Mr. J. P. Joplin, Illinois. The first thing in
tions for president, Mr. Sterrett, as you know,
now in order.

the by-laws, I appoint as
E. Gano, New Jersey; and
order I believe is nominaretiring. Nominations are

MR. J. W. FERNLEY (Pennsylvania) : Mr. Chairman, as delegate from
Pennsylvania, and as president of the Pennsylvania Institute of Certified
Public Accountants, it gives me great pleasure, and I feel highly honored
to place in nomination today for president of this Association the name
of a man whom we all know and respect as an active worker, an upright,
conscientious officer, a man who is highly esteemed by his Pennsylvania
associates. On account of the increasing membership of this Association,
one year is not sufficient for the presiding officer to carry out any set
policy. Pennsylvania believes in a two-year term for the presidency of this
Association. I therefore place in nomination for re-election as president
of the American Association of Public Accountants the name of Joseph
E. Sterrett, of Pennsylvania. (Applause.)
MR. EDWIN E. GANO (New Jersey) : New Jersey takes great pleasure
in seconding the nomination of Mr. J. E. Sterrett to succeed himself.
(Applause.)
MR. JOHN A. COOPER (Illinois) :
ing that nomination also.
MR. EUGENE GREENWAY:

Illinois asks the privilege of second-

Maryland also seconds the nomination.

MR. W. C. NEWELL (Massachusetts) : Mr. Chairman, Massachusetts
also desires to second the nomination of Mr. Sterrett.
MR. E. G. SHORROCK (Washington) : Washington also seconds the
nomination.
MR. J. S. M. GOODLOE : Mr. Chairman, on behalf of Ohio I take pleasure
in seconding the nomination of Mr. Sterrett, and move that the nominations be closed. (Cheers and applause.)
THE CHAIRMAN : It has been moved and seconded that the nominations be closed. Y o u have heard the nomination which has been made.
Is there anything to be said upon the motion?
The motion was here put, and prevailed without dissent.
MR. GOODLOE : Mr. Chairman, I move you, sir, that all members
refrain from voting and that the tellers be instructed to cast one ballot
for those present in person or by proxy in favor of Mr. Sterrett.
THE CHAIRMAN: IS there anything to be said upon the resolution
authorizing the tellers to cast the unanimous vote of the Association for
Mr. Sterrett?
(The question was called for.)
The motion was then put, and carried without dissent.
MR. W. R. MACKENZIE (Oregon) : Mr. Chairman, on behalf of the
tellers I desire to report that the ballot has been cast for Mr. Sterrett
as directed.
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CHAIRMAN SELLS : In accordance with the ballot presented by the
tellers, the chair declares the election of Mr. Joseph E. Sterrett, of
Pennsylvania, president of this Association for the ensuing year.
Mr.
Fowlie and Mr. Suffern are appointed a committee to escort the newlyelected president to the chair.
(Applause.)
Mr. Sterrett was here escorted to the chair by Messrs. Fowlie and
Suffern amid the applause of the meeting.
THE PRESIDENT : Inasmuch as I trespassed at some length upon your
time yesterday, it seems scarcely necessary for me to say anything now
further than to thank you very sincerely for your kindness and the
honor which you have conferred upon me. I appreciate very highly the
co-operation which was accorded to me during the past year, and I
ask your hearty support during the coming year, so that we may all
work together to make this ensuing year the best in the history of
the Association.
(Applause.)
W e have some other officers to elect. Nominations are now in order
for the office of secretary.
MR. EDWIN E. GANO ( N e w Jersey) : Mr. President, New Jersey takes
great pleasure in presenting the name this morning of a man whom we
all love to honor, a man who has been very efficient in the position of
secretary of the American Association of Public Accountants; we therefore present the name of Mr. Thomas Cullen Roberts as secretary for
the ensuing year.
(Applause.)
MR. HENRY R. M. COOK: Mr. President, on behalf of the New Y o r k
Society of Certified Public Accountants, it gives me great pleasure to
second the nomination of Mr. Roberts.
Mr. Roberts is one of the
pioneers in accountancy in this country, and we like to have him with us
I can only say I hope unanimous action will be taken in regard to
Mr. Roberts' election, as in the case of the president.
MR. FERNLEY : Pennsylvania also seconds the nomination
Roberts, and moves that the nominations be closed.

of

Mr.

MR. E. W . SELLS ( N e w Y o r k ) : I second that motion on behalf of
the New Y o r k society.
(Applause.)
A vote was taken up on motion to close the nominations for secretary, and it was agreed to.
MR. E. E. GANO ( N e w Jersey) : I move that all others refrain from
voting and that the tellers be instructed to cast one ballot for Mr. Roberts
as secretary of this Association.
This motion was seconded and carried without dissent.
MR. W . R. MACKENZIE (Oregon) : Mr. Chairman, as directed, the
ballot is cast for Mr. T. Cullen Roberts as secretary. (Applause, and
calls for " Speech.")
MR. T. CULLEN ROBERTS : I often say on occasions like this, I am a
worker not a talker. Let me thank you very much, indeed, for the
honor you confer upon me for the fifteenth time, I think it is, in electing
me your secretary.
(Applause.)
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Nominations are now in order for the office of

CARL H. MAU ( O h i o ) : On behalf of the Ohio Society of Certified
Public Accountants I desire to present for, I hope, favorable consideration of the American Association of Public Accountants at this time,
the nomination of H. A. Keller of Ohio for treasurer. I think all of
you know Mr. Keller. When the convention was held two years ago
at Columbus Mr. Keller was known as the " father of Columbus." He
was the one who was chiefly responsible for such comfort and entertainment as the Ohio society attempted to furnish you on that occasion.
W e in Ohio know that whenever Mr. Keller is given any duty he always
works hard, and I take great pleasure in presenting for this office the
name of Mr. Keller of Columbus.
MR. ALEXANDER E. FOWLIE (Colorado) ; I desire heartily to second
the nomination of Mr. H. A . Keller.
MR. HENRY R. M. COOK ( N e w Y o r k ) : Mr. President, on behalf of
the New Y o r k State Society of Certified Public Accountants, I desire
to second the nomination of Mr. Keller. W e regard it as a great tribute
to the ability of our friend and colleague, Mr. Weiss, that he has been
nominated at this time as treasurer of this Association; and, at other
times, of various other organizations. He is treasurer of the New Y o r k
State Society of Certified Public Accountants. He is treasurer of the
Auxiliary Guild belonging to the New Y o r k State Society of Certified
Public Accountants, and, I believe, several other institutions; now I
hear his name mentioned in connection with this Association. I presume
he has quite a monopoly of treasurerships. T h e only thing we could do
after this would be to nominate him to President Taft, as treasurer
of the United States, or something like that, and, indeed, this is what
we would be very glad to do if it were possible. However, I think I
know Mr. Weiss' feelings in regard to the matter, and I also know
that the acceptance of the treasurership of this Association means the
expenditure of a great deal of time, which Mr. Weiss cannot afford to
give. However, the New Y o r k State Society would like to see Mr.
Weiss represented in some way in this Association; we need his valuable services, sagacity and counsel. W e think that if Mr. Keller be
elected treasurer it would be fitting; and that the selection of Mr.
Weiss as a trustee would be judicious. This would be quite appropriate,
and is my reason, therefore, for asking that Mr. Keller be considered in
place of Mr. Weiss for the treasurership; although we heartily appreciate the honor accorded, in that Mr. Weiss' name has been mentioned
in connection with this high office.
MR. J. W . FERNLEY (Pennsylvania) : Pennsylvania seconds the nomination of Mr. Keller of Ohio.
MR. R. H. MONTGOMERY (Pennsylvania) : I move that the nominations close.
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This motion was seconded and carried; and on motion, duly seconded
and carried, it was agreed that all others refrain from voting and that
the tellers be directed to cast one vote for the nominee before the
meeting.
Mr. Mackenzie reported that such ballot was cast as directed, and
Mr. Keller was declared duly elected treasurer.
MR. J. S. M. GOODLOE (Ohio) : Mr. President, I should like to have
the privilege on behalf of Mr. Keller of extending what I know will
be his hearty thanks to the Association for this honor, and to assure
all the members and trustees that he will do the very best he can.
THE PRESIDENT : The next matter before us is the election of three
trustees to serve for three years. Nominations are in order.
MR. J. S. M. GOODLOE (Ohio) : Mr. President, on behalf of the Ohio
society I take pleasure in placing in nomination the name of W . F.
Weiss of New York. A f t e r what Mr. Cook has just said about Mr.
Weiss I do not think that I can say anything more. I have known him
for many years, and I think that all of you who know him not only
like him and respect him, but admire and love him. I therefore nominate
for the office of trustee Mr. W . F. Weiss of N e w York.
MR. J. P. JOPLIN (Illinois) : I take pleasure in nominating Mr. W .
Sanders Davies of New Jersey, as a trustee.
MR. EUGENE GREENWAY (Maryland) :
ination.

Maryland seconds that nom-

MR. R. H. MONTGOMERY (Pennsylvania) : I should like to place
in nomination for trustee the name of Mr. John A . Cooper of Illinois.
MR. E. E. GANO ( N e w Jersey) :
ination.

I should like to second that nom-

THE PRESIDENT: A r e there any other nominations? T h e names of
Mr. Weiss, Mr. Davies and Mr. Cooper are before you.
On motion, the nominations were closed.
MR. H. R. M. COOK ( N e w Y o r k ) : I move that all others refrain
from voting, and that the secretary cast one ballot in favor of Mr. Weiss
of New Y o r k , Mr. Davies of New Jersey, and Mr. Cooper of Illinois, as
trustees, to serve for three years.
This motion was agreed to.
MR. MACKENZIE: Mr. Chairman, on behalf of the tellers I beg to
report that the vote has been cast for Mr. W . F. Weiss of New York,
Mr. W . S. Davies of New Jersey, and John A . Cooper of Illinois, for
trustees.
THE PRESIDENT: The tellers report that Mr. Weiss of N e w York,
Mr. Davies of New Jersey and Mr. Cooper of Illinois have been duly
elected trustees to serve for three years.
Before proceeding to the election of the auditors, it will be necessary
to determine a place for the holding of the next annual meeting. Under
the amendment to the by-laws adopted yesterday, the auditors must be
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selected from the state where the next annual meeting is to be held.
T h e chair will entertain a motion relative to the place of meeting for
next year.
THE SECRETARY : Under the head of Receipt of Communications,
Mr. President, I might perhaps lay before you the invitation of Rochester,
New York, to the Association to go there, and the Niagara Falls Bureau
of Conventions also extend an invitation to go to that city.
MR. E. W . WELLS ( N e w Y o r k ) : A s a member-at-large I move that
we hold our next annual meeting in the city of New York.
MR. W . C. NEWELL (Massachusetts) : I desire on behalf of Massachusetts to second the motion to hold the annual meeting in 1910 in
New York, because Massachusetts will count upon the convention in
1913 for Boston. W e want you all to bear it in mind—hear it now,
" Bean-town " in 1913 !
A vote was taken on Mr. Sells' motion, which was carried.
THE PRESIDENT : W e will now proceed to the election of two auditors
to be chosen from the state of New York.
MR. J. S. M. GOODLOE (Ohio) : Mr. President, may I ask if a member
from New Jersey would be eligible for the position of auditor, provided
he is a man doing business in New Y o r k ? If so, I take pleasure in
nominating Mr. E. E. Gano for this office.
MR. H. R. M. COOK ( N e w Y o r k ) : My understanding is that he must
come from the state in which the convention is to be held.
THE PRESIDENT : T h e new by-law says the state—it does not say the
society.
T h e chair therefore believes that anyone who maintains an
office within the state would be eligible for the position.
MR. H. R. M. COOK ( N e w Y o r k ) : I would like on behalf of the
N e w Y o r k State Society to nominate Mr. Charles F. McWhorter as
one of the auditors.
On motion, duly seconded and carried, the nominations were closed.
THE PRESIDENT: T h e names of Mr. E. E. Gano and Mr. Charles
F. McWhorter are before you. Unless there is objection, all others
will refrain from voting and the secretary will be directed to cast one
ballot in favor of the gentlemen whose names have just been read.
This was agreed to.
MR. W . R. MACKENZIE ( O r e g o n ) : Mr. Chairman, the tellers desire
to report that the vote has been cast in favor of E. E. Gano and Charles
F. McWhorter as auditors.
THE PRESIDENT: The tellers report that Messrs. Gano and McWhorter
have been duly elected auditors.
It is now in order to take up any item of new business. Is there any
motion or other matter that any member desires to bring before the
Association at this time?
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MR. JOHN A . COOPER (Illinois) : Apropos of one feature referred to
in the president's address of yesterday, I should like to suggest that
a committee be appointed to take into consideration the appointment of
an executive officer to co-operate with our secretary, and to be retained
by the Association in that behalf, and to look after the interests of the
American Association of Public Accountants in the broadest manner.
I think I fully realize the importance of what was said, that the burden
of the duties of the secretary are becoming heavier every year, and I
think it is a very fitting time to consider the feasibility of selecting a
man, not necessarily an accountant, but a man of broad views, a man
who would be alive to all necessities of publicity, and at the same time
a good executive, a man who would use tact and diplomacy in approaching conditions which we have to face. I ask the consideration of that
question now.
MR. W . C. NEWELL (Massachusetts) : I second that motion, and would
offer an amendment that the committee, if the motion prevails, should
also take into consideration the question of a permanent headquarters for
the Association. ( T h e amendment was accepted by Mr. Cooper.)
MR. H. R. M. COOK ( N e w Y o r k ) : Mr. President, on behalf of the
New Y o r k State Society, I desire to say a few words. Our society does
not feel that there is any necessity whatever for the creation of such an
office. It seems to us that it is a waste of money. W e have an excellent
president, in whom we all have great faith and great hopes; and we have
a very excellent secretary. W e think that the interests of this Association
can be looked after by those two gentlemen and by the board of trustees
and executive committee. Personally I cannot see why we should go to
the expense of having an executive officer. I do not know whether the
gentleman who put forward this proposition had in mind any one particular person who by special fitness would be a great help to us. I am without
light so far as that is concerned. But it does seem to me that it is a
waste of money to have such an officer. I do not know that the by-laws
of this Association contemplate the creation of any such office as this.
I presume it would be necessary for us to amend our by-laws in order to
give this executive officer (so-called), power. I see no reason why this
society should delegate its powers to any one man. This body can control
its own affairs. While it might be necessary at times to have some extra
help, as far as the secretary is concerned, for no doubt his duties are
onerous; at the same time I do feel that it would be a waste of money to
create such a position as has been suggested. A s far as I am personally
concerned, I would be perfectly willing to vote to double the salary of our
secretary, and then he could obtain such extra help as might be necessary
for him to have. But when it comes to establishing and creating an
entirely new office, and delegating, as I understand the proposition, the
powers ad interim of this Association to this one man, I for one desire
to protest against it. The New Y o r k State Society delegates have voted
for a president and for a secretary, and we look to them to be our representatives. A s far as we are concerned, we ask you not to attempt to
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delegate the high powers which are vested in those two gentlemen to
some other person. W e have faith in those officers, but we do not know
who this other man might be. If the great powers of this Association
shall be vested in any one man we want to know who he is, and we want
to have his name right here before the convention. I hope the resolution
will not prevail.
Ms. R. H. MONTGOMERY (Pennsylvania) : Having had some conversation relative to this matter with Mr. Cooper, I am sure that the entire
spirit of his motion was along an entirely opposite line to that indicated
by Mr. Cook. I can state one instance that came to my personal knowledge during the year that emphasizes, in my mind, the desirability of
having such a man as Mr. Cooper mentioned, but not such an office as Mr.
Cook has referred to. T h e Committee on Bankers' Credit Information, of
which I was chairman last year, was handicapped by two things—the first
being that the three members of the committee were active practicing
accountants, and all three of us felt some reluctance in going around to
bank presidents and other men, and soliciting a larger amount of work
for public accountants. That is about what it meant, because the American Bankers' Association committee reported favorably on the desirability
of having certified statements furnished by borrowers. W e felt during the
year that if we had the exclusive services of a first-class man who could
perhaps have spent several months on that one thing it would have resulted in a condition different from that which now prevails, because the
secretary of the American Bankers' Association says that the whole scheme
is practically dead, and it is dead because it was not properly brought
before the bankers of the country. There are other committees in this
Association in exactly the same condition. Those committees do not
intend to, as far as I can see, and never should, delegate any of their
powers to any one else, any more than the president should delegate his
or the secretary delegate his. But we should have at our call, in my
opinion, such a man. I think that the salary that he might get would be
an extremely small item in the aggregate good that he could do to our
profession in this country. I think that in publicity matters, Federal legislation, press publicity, and various other things that come before us at
every meeting, open up questions of policy which most of the active
accountants dislike to go into.
A s for having any one man in mind, every one that I have heard talk
about this (and I suppose I have had three or four talks during the year
with the president of the New Y o r k State Society, Mr. Loomis, who said
that he has been heartily in favor of this plan for several years), had no
particular man in mind, and I am sure that Mr. Cooper's idea in making
the motion is that this committee should serve during the year, and come
in twelve months from now with a recommendation. It would only be a
recommendation
Then if we contemplated having such an officer we
would have to make provision therefor in the by-laws, and that would
take another year. It might take two or three or four or five years to
bring it about, but it did seem desirable to bring up the subject and get
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the sense of the delegates, and I trust that we will have a full expression
o f sentiment. (Applause.)
MR. H . R. M. COOK : Do I understand that this officer is to be called
the executive officer, or something of that kind?
MR. MONTGOMERY : T h e committee might suggest a name.
ever suggested one to me.

N o one has

MR. JOHN A . COOPER (Illinois) : Just in a tentative way. I do not
know what you might call it. Y o u might call it assistant secretary, except
that a capable man perhaps would not take such a title. I would give him
any title he wanted, if he was big enough.
MR. H. R. M. COOK :
assistant secretary?

Is there any reason why he should not be called

MR. R. H. MONTGOMERY (Pennsylvania) :
what on the man.

I think it depends some-

MR. H. R. M. COOK ( N e w Y o r k ) : I still think, Mr. President, that
the appointment of such a person as this would be something of an affront
to our secretary.
MR. MONTGOMERY :

I hope he does not consider it so.

MR. H. R. M. COOK ( N e w Y o r k ) : H e might not consider it so, but
it might seem so in the public eye. T h e performance by some other
person of the duties which are ordinarily performed by the secretary of
a society would, in my opinion, be something of an affront, not in so
many words, but it seems to me that it would be an intimation to the secretary of this Association that he was unable to fill the bill. I believe that
Mr. Roberts can fill the bill if he is given help enough to attend to all the
petty details, and then he can give his attention to the duties of this executive position. It strikes me in every sense that it is not a proper thing
for us to do. I do not want to be one to stand in the way of progress,
but I still think that Mr. Roberts is fully competent to take charge of
any matters of this character, provided that we relieve him of a great
many of the routine details, which are so great in connection with a big
Association such as this.
MR. TEMPLE (Minnesota) : A s expressed, the suggestion made by
Mr. Cooper is tentative, and as explained by Mr. Montgomery, something
that we must work forward to.
T h e American Association of Public Accountants in bringing into
its organization the various state societies being rapidly developed and
organized, is increasing the responsibility of the Association as a whole
to its membership.
A s at present conducted, many matters of general interest and of
importance are made clear to the members of the Association, only at
the time of an annual gathering, and I express for Minnesota the desire
for an officer of this Association who will keep the state societies advised
of the progress being made and of information of value to state societies
in variant ways.
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The title of this proposed officer is not material, and the activities of
such an officer will be many and varied. Particularly in the matter of
periodical visits to state and district organizations.
Such an officer should also be qualified to suitably and satisfactorily
represent the American Association of Public Accountants at the annual
gatherings of the American Bankers' Association, the American Mayors'
Association, the American Bar Association, and other technical and
professional organizations, whose activities are more or less related to
the practice of accounting.
It may be suggested that the average public accountant is very modest
about putting himself forward to be present at these meetings, and as
the American Association of Public Accountants should be represented,
it is earnestly believed that, if for no other reason, an officer of the
character rather vaguely outlined, is especially needed at this time.
It is also to be hoped that at this annual meeting there will be considered a method of meeting this problem, and I am of the opinion
that Mr. Cooper's tentative resolution is proper and should prevail.
MR. J. S. M. GOODLOE (Ohio) : Mr. Temple's argument may have
something in it from his standpoint. But if we are going to do anything at all along that line we are not going to accomplish it by sending
a hired man. If in matters before these other associations the Bar
Association, the Bankers' Association, etc., we are to accomplish anything, much more good will be done by the delegation of authority to
some member of this Association rather than by sending someone who
might be, as suggested by Mr. Cooper, not an accountant, but perhaps a
press agent; for that is what it seems to me it is, and that more than
anything else would be a proper title. I cannot say that I altogether
agree with the idea. There may be some times when we want additional
help. I think, however, that our secretary is fully able to do the work.
He does have a great deal too much detail. H e has more detail work
than he can do. I am fully in accord with Mr. Cook's suggestion as
to increasing the allowance for the secretary so that he may have all the
clerical help that is necessary. I think more good can be done in that
way, through the president and secretary, with an adequate allowance
for clerical assistance, and that in this matter we can much better follow
the lines of the American Railway Association.
There they appoint
specifically certain persons to appear at the meetings of other organizations. They are far ahead of the American Association of Public Accountants in that respect. Y o u will find that the Interstate Commerce Commission, for instance, gives far more heed to them than to this Association. That matter can be taken up with the proper authorities of
this and other associations, and I have no doubt we would receive a
very cordial invitation to be represented at their meetings through some
member, but not through some employe of this association.
MR. E. L. SUFFERN ( N e w Y o r k ) : My only apology for speaking on
this question, after it has been handled by the representative from the
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New Y o r k State Society, is this: Mr. Cooper's motion was that the
executive committee should take under consideration the advisability
of an appointment of this kind, and that the committee should report
its recommendation at some future time. That seems to be the idea
of those who have been in favor of it, that we may get the benefit of
the wisdom of the executive committee. I cannot clearly see why this
matter is not one that the executive committee may not very properly
consider, if they be requested so to do. The action of the committee
cannot be foreseen nor anticipated, and it may be when they have
thought it over and discussed it that they will recommend that it be
not done; but at any rate I cannot see that any harm can possibly arise
through their consideration of it. I may be entirely wrong on this, or
I may not understand the proposition.
MR. G. D. STRACHAN (Massachusetts) : There is another point pertinent to this discussion which has not come up. W e all know that men
like Mr. Roberts are often tempted to sacrifice their time more than is fair
in the interest of any organization whose welfare they may have at heart.
But we have a duty to Mr. Roberts, gentlemen. It is unfair for any
association to take more than it is entitled to from such a man who may
be good enough to give it, and I consider that the Association need
practically the whole time either of a public accountant or of a man who
can understand the purposes of our Association. I think the intent of
the motion, to consider the question, is a very good one, not along the
line of whether Mr. Roberts would be slighted—because I am sure he
knows well enough that there is no such intenton—but whether it is
fair for this Association to take from Mr. Roberts the time, whether
he desires to give it or not. The real question is a square deal for
Mr. Roberts.
Mr. Cooper's motion was here read by the stenographer.
MR. GOODLOE: I move to amend the first part of that motion to read
that the executive committee be requested to consider that matter.
THE PRESIDENT:

Does

Mr.

Cooper accept the

amendment?

MR. COOPER: Mr. Chairman, it is immaterial, so far as the mode of
approaching this problem is concerned, whether it is in accordance with
Mr. Goodloe's suggestion or as originally made. T h e main point seems
to have been obscured rather by the viewpoint from which some of our
friends have seen it, and it is not altogether right to take an adverse
view upon what we have said, because I presume it is a new subject to
them. T h e condition to which Mr. Montgomery has referred indicates
plainly the number of instances in which an officer such as I refer to
can be useful to this association and advance its cause both from an
ethical and from a practical view. There is not a doubt but what a
man of that kind would be a great help in the case of elevating this
profession to a standard alongside of the American Bar Association.
W e in our individual capacities have not the time nor the disposition
nor the inclination to do it. A great number of us are sacrificing our
60

Annual

Meeting

of the American

Association.

time now, and equally with our worthy secretary, who puts in his time
from his zeal after fifteen years' service. There is not a man in the
American Association but knows he is rewarded inadequately for the
amount of time he puts into it, but it is not a question of that kind;
it is not a question of clerical duty; it is not a question of the burden
of detail keeping this machinery going; it is a question of looking ahead
and advancing the cause, and that is what I advocate. A s to the question of how the Executive Committee can get at it, that is immaterial.
If it can be reached by mere instructions of this meeting to the Executive
Committee I accept the amendment.
MR. SEYMOUR WALTON (Illinois) : Something has been said about
the representation of this Association before other bodies. This executive
officer, as I understand, would not be expected to read papers himself, but
it would be his duty to see if he could not get some member of this
Association to appear before the American Bankers' Association, the
Commercial Law League, etc., and read papers. Some of those bodies
are very anxious to have the accountants come before them, when their
attention is called to it, but the individual accountant cannot offer to
go and say, "Don't you want me to come and talk to your association?"
This executive officer could confer with the executive officers of these
other associations and suggest it would be a good thing to have some
prominent accountant read a paper before them. Once in a while the
initiative comes from the other association, as it did, for instance, once
in the case of the Commercial Law League; but they have got to have
their attention jogged, and this man would have to keep in touch with
such association and find out when their meetings are, and whether they
would not be glad to have a member of this Association come before
them; so that that would combine Mr. Goodloe's idea with the ideas
of Mr. Cooper.
THE PRESIDENT : Is there any further discussion ?
( T h e question was then called for.)
A vote was taken upon the motion, which was carried without dissent.
MR. E. E. GANO ( N e w Jersey) : In view of some of the experiences
of the Board of Trustees in their meetings at this convention, I would
move that the incoming committee on Examinations, Qualifications and
Elections be required to serve as the Special Conciliation Committee.
THE PRESIDENT: YOU have heard the motion.
Is it seconded?
(Seconded.)
MR. W . F. HALL (Massachusetts) : I did not understand the motion.
THE PRESIDENT: Perhaps Mr. Gano will explain a little more fully
what he has in mind.
MR. E. E. GANO ( N e w Jersey) : The object of the motion is to
place the work of the Conciliation Committee more in line with the
work of the regular standing Committee on Examinations, Qualifications and Elections. I think it will clear the atmosphere for the next
meeting in receiving new members from the constituent societies.
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MR. J. S. M. GOODLOE (OHIO) : In respect to that, I cannot see just
what would be gained by it. The Committee on Examinations, Qualifications and Elections is merely to look into the qualifications of applicants, as I understand it. I cannot see that Mr. Gano's motion is
going to clear up matters in any way. I believe I have had some little
knowledge as to the matters to be taken up by both of these committees,
certainly by one of them, and there are some parts of it that certainly
could not have been properly handled by the Membership Committee
before whom applications would subsequently come. It is true there
has been some conflict, but the committees have managed to work along
pretty well together.
THE PRESIDENT :
before you.

Is there any further discussion ?

The motion is

A vote was taken on Mr. Gano's motion and the motion was lost.
MR. H. R. M. COOK ( N e w Y o r k ) : I would suggest that in view of
the splendid entertainment that has been given us by the Colorado society,
and indeed by the entire city of Denver, it would be appropriate that
a special committee be appointed at this meeting to draft and have engrossed suitable resolutions of thanks; the number of the committee to
be as the chair might desire.
(Seconded.)
THE PRESIDENT: It has been moved and seconded that a special committee be appointed by the chair to draft suitable resolutions of thanks
for the entertainment that the Association has received in Denver. I t is
scarcely necessary to put a question of that kind.
MR. J. S. M. GOODLOE (Ohio) : May I make an amendment, that the
same committee be instructed to prepare suitable resolutions of thanks to
be extended to Mr. Foote for his able paper, which I think we all appreciated ?
MR. H. R. M. COOK ( N e w Y o r k ) : I accept the amendment, Mr.
President.
A vote was taken on the motion as amended, and carried unanimously,
and the Chair stated that committee would be announced shortly.
MR. R. H . MONTGOMERY (Pennsylvania) : Mr. Chairman, if it is not
too late, I think it has been our custom to thank those gentlemen who
have prepared the other papers. Some of them have come to Denver
especially, not as delegates, but to read papers. They have worked months
on them, and I should like to have read back into Mr. Cook's motion
that we also thank the gentlemen who have prepared and presented the
technical papers at this convention.
'MR. H . R. M. COOK ( N e w Y o r k ) :
that amendment.

I am very glad indeed to accept

MR. SEYMOUR WALTON (Illinois) : Is a notice of a change of by-laws
necessary at this meeting, or does it go to the Committee on By-laws ?
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THE PRESIDENT: It can be made at this meeting or it can be presented to the Committee on By-laws for their consideration.
MR. SEYMOUR W A L T O N ( I l l i n o i s ) :

laws, then.

It can g o to the Committee on

By-

I want to present a notice of amendment.

THE PRESIDENT: It is entirely competent for you to give the notice
here or to the Committee.
MR. JOHN A . COOPER (Illinois) : I do not want to take the words
out of Mr. Walton's mouth, but I believe it is the sense of some of us in
discussing this question of by-laws that the incoming committee should
take into consideration a reshaping and co-ordination of the entire collection of by-laws.
THE PRESIDENT: The trustees have already considered that point and
have referred the matter to the incoming committee.
MR. J. P. JOPLIN (Illinois) :
tion?

Is this the last meeting of the Associa-

THE PRESIDENT : No, we have a further meeting at twelve o'clock
to-morrow at Glacier Lake.
MR. W . H. LAWTON (Pennsylvania) : I should like to offer a motion.
I do not wish to participate in the discussion of the Corporation T a x
Law matter, but it appears that a number of accounting firms in N e w
Y o r k took it upon themselves to write a letter to the Attorney-General
in regard to the law, and it is also a fact that the president of the executive
committee felt obliged to assume the responsibility of writing a letter to
the members of this Association on the subject. I therefore offer the following resolution:
Resolved, That the matter of suggesting amendments to the Corporation T a x Law along the line of correct and scientific accounting be referred to the incoming executive committee with full power to act as in
their judgment shall be to the best interests of accountancy.
This is simply to give the incoming executive committee power to act
in the matter when it comes up later. There will be a great many committees from different organizations from all over the country, and I
think this organization should be prepared to state our views on the subject from the accounting point of view.
This motion was seconded by Mr. G. D. Strachan.
THE PRESIDENT: YOU have heard the motion, which is duly seconded.
A r e there any remarks?
MR. HERBERT G. STOCKWELL (Pennsylvania) : I dislike to be placed in
the position of opposition to a resolution of that kind. I had hoped that
the Association would adjourn without having a question come up unless
in an informal way for the purpose of enlightening those of us who are
not so sure that the corporate tax is impossible of enforcement. But as it
has come up in this shape, it seems to me that it is not a wise thing to do.
T h e executive committee is a committee with power to do a great many
things, administrative things especially, but as I look upon it, unless I am
greatly misinformed, it is not a committee to which should be delegated
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the duty and authority and responsibility of shaping up the policy of the
American Association of Public Accountants on any particular matter,
especially such an important one as this. W e have already heard the
executive committee's opinion regarding the corporate tax. W e have not
heard all of it, but we have read it in letters, which it endorsed, and those
of us who do not agree with the action taken by the executive committee
would feel reluctant to place in their power the duty of shaping up our
position as accountants for the ensuing year. T o say that the incoming
committee would be different amounts to very little, because it is likely to
be practically the same committee with the same ideas and the same policy.
Therefore I could not be in favor of such a motion. If the discussion of
the merits of the corporate tax is to be taken up I should be glad to say a
few words more, but on that particular point I think I would at this time
be out of order.
MR. H. R. M. COOK ( N e w Y o r k ) : This matter appears to be something in the nature of a vexed question. W e have had quite a little discussion in the N e w Y o r k State Society as to the reason why these leading
accountants, as they have been facetiously called, undertook to talk to the
Attorney-General. Now, it seems to be rather out of line, in my estimation, to ask this executive committee to resurrect the remains, we will say,
of this corpse. It seems to me that it would be wiser to permit this
thing to stay buried. A great deal of feeling, I think, has been engendered
by the fact that a number of gentlemen, with the best of intentions, I believe, undertook to set right something that they believed was wrong.
They may have erred in their judgment; they may have erred in their
construction of law. Attorney-General Wickersham I think is of that
opinion. I would suggest that this resolution be laid on the table, and
that we allow matters to take their natural course. This thing is liable
to come up in some other way in the future. So far, it would seem, in the
estimation of many people, that the first attempted regulation of this proposition has been in the nature of what you might call a faux pas. I
therefore move that the resolution to refer to the executive committee be
laid on the table.
This motion was seconded, and carried without dissent.
THE PRESIDENT: A r e there any other matters to be brought before us
at this time? If not, a motion to adjourn to meet to-morrow at twelve
o'clock at Glacier Lake is in order.
MR. J. S. M. GOOODLOE (Ohio) : May I ask for a point of information?
When and where does the new board of trustees meet?
THE SECRETARY:

To-morrow.

MR. F. J. SPENCER (Colorado) : Gentlemen of the convention, the
date at which this annual meeting is held appears to me to be very late in
the season, to gain the best attendance. Fortunately, we are now having
pleasant weather in Colorado. W e were just as likely to have had a snow
storm, and we are just as likely to have pleasant weather up until Christmas. But that is not true everywhere. Amongst our members here, and
I presume it is true of others as well, the school year determines the
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we gather at our homes and our vacations are over. I
make a motion that the date of our annual meeting be
least thirty days earlier, preferably in the latter part of
meets with your ideas.

MR. R. H. MONTGOMERY (Pennsylvania) :
the by-laws committee.

That should be referred to

MR. F. J. SPENCER (Colorado) : I understood it would take two years
before a change can be made, and in order to get any action on it I
thought I had better start it early.
THE PRESIDENT: Mr. Spencer's suggestion might be referred to the
by-laws committee with the favorable recommendation of this Association,
if that is the sense of the meeting.
MR. SPENCER: I should like to put it that it is the sense of this
meeting that the date of our annual meeting be some time between the
15th and the last of August.
(Motion seconded.)
THE PRESIDENT: Y o u have heard the motion made by Mr. Spencer.
A r e you ready for the question?
MR. F. A . Ross (Minnesota) :

What is the motion?

THE PRESIDENT: T h e motion is that it is the sense of this meeting
that a change be made in the date of our annual meeting from the third
Tuesday of October to some time during the latter part of August, and
that the matter be referred to the By-laws Committee that they may consider it during the year and bring before us next year such amendment as
may be deemed wise.
MR. F. A . Ross (Minnesota) :
order ?
THE PRESIDENT :

A r e remarks on that motion now in

Yes, the motion is before you for discussion.

MR. R o s s : I think a change to the latter part of August would be
extremely inconvenient to many members of the Association. T h e word
August struck my attention, and that is why I asked to be informed about
the resolution. It does seem to me as though August is an utterly impracticable time. The Association next year goes to New York. I wish the
members joy if they go to New Y o r k in the month of August. T h e
vacation months of the year are the months of July and August. Taking
the months of July and August for a vacation there is no more than sufficient time after the vacation is over and before the time for the meeting
to get a fair start before we have to break away and come to the convention, if we come. My own preference is decidedly for retaining the annual
meeting in the month of October.
MR. J .W. FERNLEY (Pennsylvania) : I move to amend the motion and
make it read from the 15th to the 30th of September; at any time that the
By-laws Committee should decide upon between those dates.
MR. G. D. STRACHAN :
THE PRESIDENT:

I second the motion, Mr. President.

IS the amendment accepted by Mr. Spencer?
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MR. F. J. SPENCER: Yes, sir; anything will be acceptable to me that
puts it at an earlier date.
MR. JOHN A . COOPER (Illinois) : There is a particular reason that has
not been suggested here in regard to the change. If you remember, the
August travel is a great family travel, children going back to school, etc.,
and that lasts from the 10th to the 15th of September, and therefore, I
think that the latter half of September, say the 20th, would seem to be the
most practical date to cover the question.
THE PRESIDENT: The question before you is, then, that it is the sense
of this meeting that the date of our annual meeting should be changed
to some date between the 15th and 30th of September, and that this
expression be forwarded to the Committee on By-laws.
A vote was taken on this motion, and it was carried.
THE PRESIDENT: The Chair takes pleasure in appointing at this time
as the Committee on Resolutions of Thanks, Mr. Cook of New York,
Mr. Mackenzie of Oregon, Mr. Joel Hunter of Georgia. That committee
perhaps can report at our meeting to-morrow.
On motion, an adjournment was thereupon taken until 12 o'clock on
Thursday.

Fifth Session, Thursday Morning, October 21, 1909.
T h e members, with the ladies and guests, met at the Union Station
in Denver at 8 o'clock a. m., where they took a train for Glacier Lake, and
Boulder, Colorado. A special train consisting of three cars was necessary to convey the delegates to Boulder, where a change was made to the
narrow gauge mountain line to Glacier Lake. This resort is 9,050 feet
above sea level, and was reached after about two hours' ride over the
winding, tortuous route through what is often referred to as " The
Switzerland of America." Soon after arrival the members and guests
were served with an elaborate picnic lunch in the rustic pavilion, after
which the proceedings were as follows:
The session was called to order by President Sterrett.
THE PRESIDENT : T h e first matter of business on our programme for
this afternoon is the installation of the newly-elected officers. It seems
scarcely necessary to have much formality in this matter. Y o u honored
me yesterday with a re-election, and at that time I had the pleasure of
thanking you, and I wish to thank you again for the honor that you have
conferred upon me. Mr. Roberts, the secretary, is re-elected for I think
the fifteenth time, and I am sure that this is the first time he has been
installed into office at such an elevation. (Laughter.) W e are now over
nine thousand feet above sea level. I am glad to present to you Mr.
Roberts, our secretary. (Applause.)
SECRETARY ROBERTS : Ladies and Gentlemen, and Members of the
American Association of Public Accountants: I can only tender you my
heartfelt thanks for your kindness in electing me for so many years.
Mr. Sterrett reminds me that I am a little elevated, and that may account
for my lack of language, so I can only thank you sincerely. (Applause.)

66

Annual

Meeting

of the American

Association.

THE PRESIDENT: Unfortunately our newly-elected treasurer is not
with us, but we have a telegram from him, addressed to Mr. Goodloe:
" Lost, but not forgotten. Accept with hearty appreciation honor conferred
upon me. With kind regards and best wishes for all. H. A . Keller."
(Applause.) N o w there are perhaps a few matters of routine business
that should be attended to, and if there are any motions or resolutions to
be presented they are in order at this time.
MR. H. R. M. COOK ( N e w Y o r k ) : On behalf of the special committee appointed yesterday, I have the honor of presenting the following
resolution:
WHEREAS, The convention of 1909 of the American Association of
Public Accountants is now drawing to a close, and in these moments when
its participators are contemplating separation, the thought is uppermost
in all our minds that our meeting in the City of Denver will ever be
remembered as one of the most pleasant occurrences in the history of the
Association. In the contemplation of this thought, all realize that the
hearty welcome we have received, and the unbounded hospitality and the
courtesy extended to us during our stay, have contributed to the success
of the convention and to our comfort and happiness in a most marked
degree. A t no time has the society experienced in connection with its
convention the warmth of so hearty a welcome," at no time have we felt
more congenial influence; at no time have we experienced such good care,
pleasant social intercourse, and watchful interest in all matters pertaining
to our comfort and convenience, Therefore
Resolved, That the Convention of 1909 of the American Association of
Public Accountants, here assembled, hereby expresses its great appreciation of the efforts of the City of Denver, its officials and citizens, which
have so greatly contributed to the success of this gathering, and the personal comfort and entertainment of the delegates and such others who are
associated with them. A n d be it further.
Resolved, That we extend to the Colorado Society of Certified Public
Acountants our warmest thanks for the kindly, hospitable and thoughtful
consideration which we have received at its hands, engendering a debt of
gratitude to it as a body and to every one of its individual members,
which we can never repay except by an ever-pleasant recollection and appreciation of their care and attention.
Resolved, That we leave the State of Colorado with mingled feelings
of regret and happiness; sorry that our visit is ended, and happy and
pleased that we have had an opportunity of visiting one of the grandest
and noblest places in God's creation, and experiencing pleasures which will
never be forgotten.
Resolved, That the secretary be authorized to cause these resolutions
in duplicate to be forwarded to the Colorado Society of Certified Public
Accountants, one copy to be retained by it, and one copy for presentation
by it to the officials of Denver.
(Applause.)
THE PRESIDENT : Y o u have heard the resolutions.
their adoption will so signify by saying " a y e . "

A l l in favor of

(This motion was carried amidst applause.)
MR. H. R. M. COOK (continuing) : Now we have another pleasant
duty to perform in this connection, and the special committee has undertaken to prepare this resolution, which reads as follows:
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Resolved, That the thanks of the convention of 1909 of the American Association of Public Accountants be extended to those gentlemen
who have presented for our information and enlightenment some of the
most able papers on accountancy and related matters, which it has been
our pleasure to peruse and consider;
Resolved, That the secretary be authorized to forward a copy of
these resolutions to each of the able contributors who have given so
largely of their time and thought for the benefit of the profession of
public accountancy, and whose names and contributions are as follows:
" T h e Relation of Economics to Accountancy," by Dr. James E.
L e Rossignol, professor of Economics and Social Science, University of
Denver;
" Correct Accounting a Fundamental Basis for Regulation and T a x a tion," by Allen Ripley Foote, president, the International T a x Association, Commissioner Ohio State Board of Commerce;
" Depreciation, Renewal and Replacement Accounts," by Herbert G.
Stockwell, C. P. A . of Pennsylvania;
" T h e Verification and Treatment of Inventories in Audits and E x a m inations of Manufacturing and Trading Concerns," by William R. Mackenzie, C. P. A . of Portland, Oregon;
" Report of the Special Committee on Accounting Terminology," presented by Seymour Walton, chairman, James T . Anyon and Edward L.
Suffern.
(Upon motion
unanimously.)

variously

seconded

these

resolutions

were

passed

MR. H. G. STOCKWELL (Pennsylvania): In the resolution offered
by the gentleman, thanking the certified public accountants of Colorado,
I did not hear any word about the ladies. I know very well that the
gentleman intended the ladies to be included in the thanks of the members to the Colorado Society, for he well knew that most of the members
of the Colorado Society were married, and that without their better
halves they would not be complete. But the visiting ladies and gentlemen have asked me to say a few words regarding their appreciation of
the attention and hospitality that has been extended to them by the ladies
of the Colorado Society. (Applause.)
Mr. President, I am not an
orator like my friends, Mr. Spencer or Mr. Geijsbeek from Denver, nor
am I a profound thinker like our friend Harvey Chase from Boston, or
our friend Montgomery from Pennsylvania, but, Mr. President, it needs
no oratorical effort to stir within us, who have come to visit these
ladies, a deep appreciation and a sense of gratitude. Back of all the
earnest endeavor of men is the one great thought that it is love which
has formed the basis for the ambition of all men in all history. The
pioneers of the West here who have sought gold in their own peculiar
way, have been urged on by their love for their homes and their families
to the endurance of hardships that they necessarily had to undergo.
T h e business men, the professional men, are seeking gold in one form or
another, seeking it not for its own sake nor the mere pleasure of handling
it, but for the maintenance and comfort that it brings to their homes
and families. In this particular case and in this convention the ladies
who have helped maintain those homes have come to the front and
stood side by side with the men in the entertainment offered to the
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visitors. Therefore, Mr. President, I wish it recorded as our desire that
special mention be made of the attention received by the visitors at the
hands of the ladies of the Colorado Society. (Applause.)
MR. MONTGOMERY: I second the motion.
(This motion was carried unanimously.)
THE PRESIDENT:
submit.

Mr. Geijsbeek has a report that he would like to

MR. GEIJSBEEK (Colorado) : Ladies and Gentlemen, the Press and
Publicity committee is absent, and has been absent for some time, but
Mr. Spencer and myself have consented to serve as office boys for that
committee (laughter), and we now wish to give a silent report.
(Mr.
Geijsbeek then held up, one by one, a large number of mounted clippings
and photographs from the Denver newspapers.) In conclusion I wish to
say that I have with me my stenographer and one of my assistants.
They will exhibit these clippings on the train, and if any one desires
any of the papers I will forward them with the compliments of the
Colorado Society. (Applause.)
THE PRESIDENT: A r e there any other motions?
MR. J. P. JOPLIN (Illinois) : I think this is the first occasion that
the American Association of Public Accountants has had an annual
meeting where it has met with such a cordial reception as has been given
to us by the Denver press. W e have been recognized by all the papers
in everything that we have done, and I think it is fitting at this time
that a resolution should be passed, thanking the press of Denver for what
they have done, and I therefore move you, sir, that the secretary be
instructed to convey to each of the Denver papers, the Republican, the
Post, the News, the Times, and the Express, the sentiment of this Association in this respect.
THE PRESIDENT: Gentlemen, you have heard the motion.
favor of its adoption will signify it by saying " A y e . "

A l l in

T h e motion was carried unanimously.
THE PRESIDENT: A r e there any other matters to come before us?
If not, before adjourning, or rather in the act of adjourning, it is my privilege to turn the meeting over to Mr. Fermor J. Spencer, the retiring
president of the Colorado Society of Certified Public Accountants, who
will install the incoming officers of that society.
MR. SPENCER (Colorado) : Ladies and Gentlemen of the National
Association: On behalf of our local society we wish to express to
you how deeply honored we feel with your presence here, and how
much we have enjoyed the personal relations of friendship that we have
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had during your visit. W e only hope that you can come more frequently
and we will always be glad to have you. Y o u will pardon me if with
that I proceed with the installation of our own officers. It was suggested
that it would be a happy thing to do, and we are going to omit, at
the request of the incoming officers, any speechmaking. Y o u will also
pardon me if, on behalf of our local society and the executive committee
of the same—for it is the last opportunity that the outgoing officers will
have—I express to our various committees the appreciation we feel for
the work and service which they have rendered to the local society.
I
know it is not wise to thank ourselves before guests, but it is the only
opportunity. T h e incoming officers of the Colorado Society of Certified
Public Accountants who were elected a few days since are Mr. O. A .
Smith, our president, the gentleman on my right (applause), and the
three vice-presidents, Messrs. Pfeiffer, Dewees and Hughes. Mr. Fink is
the secretary, Mr. Deidesheimer the treasurer, and Mr. Lott the auditor.
Gentlemen, I hope your administration of our society will be as successful as it has been in the past, and that we will continue to grow. Mr.
Smith, I give you the reins of office. (Applause.)
The meeting then adjourned at i o'clock P. M., and the official photograph was taken.
Upon arrival at Boulder the delegates and guests were tendered the
hospitality of the various clubs and the freedom of the Boulderado Hotel.
Automobile trips over the city were made by various members of the
party. A t 5 o'clock the train was boarded and Denver was reached in
time for dinner.

Reports of Committees.
Report of the Executive Committee.
In pursuance of the by-laws, your Executive Committee present the
following report of their proceedings for the fiscal year ending
September 30, 1909:
Y o u r committee since the close of the last financial year have held
8 meetings, namely: 18th November, 1908; 15th January, 1909; 5th
March, 1909; 20th April, 1909; 19th May, 1909; 19th August, 1909;
22Ú September, 1909, and October 18th, 1909.
A record of the attendance of the members is as follows:
President Sterrett
Secretary Roberts
Treasurer Westermann
Franklin Allen (died Feb. 27 1909)
Harvey S. Chase
John R. Loomis
R. H. Montgomery
E. W . Sells (elected vice Franklin Allen deceased)..
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A t all these meetings a record of the proceedings was duly kept.
In consequence of the death of Mr. Franklin Allen, Mr. John R.
Loomis was appointed chairman of the Appropriation Budget Committee.
In accordance with instructions of the Board of Trustees at the
meeting held in Atlantic City, October, 1908, the following bills have
been paid :
UNEXPENDED

APPROPRIATIONS,

1908

Illinois Society of C. P. A.'s:
Expenses of Speakers at Annual Meeting at St.
Paul
$75.10
Harvey S. Chase & Co.:
Expenses in connection with the Committee on
Uniform Reports for Public Service Corporations
22.20
H. A. Keller, C. P. A.:
Expenses incurred in connection with the audit of
the accounts of Treas. Kennedy at St. Paul
60.00
J. S. M. Goodloe, C. P. A.:
Expenditure in connection with the Conciliation
& Arbitration Committee
44. 84
and, Balance of amount to the credit of the
Conciliation Committee
105.16
Adam A.Ross, C.P.A., Chairman, 19 08, Annual Meeting:
Amount which stood to the credit of Press and
Publicity Committee
100.00
Herbert M. Temple, C. P. A.:
Amount expended b y the Annual Meeting Committee in excess of Receipts
166.40

$573.70

On account of appropriations made for the fiscal year ending
ber 30, 1909, bills have been audited and ordered paid in respect
appropriation as follows:
Appropriation
Expended
$900.00
$900.00
Secretary's Salary
700.00
Stationery and Printing
447.10
600.00
257.89
Postage, Express, Telegrams
500.00
500.00
Journal of Accountancy
400.00
400.00
Annual Meeting, 1909
150.00
12 .30
Committee on Legislation
150.00
150.00
Committee on Arbitration
100.00
Committee on Press and Publicity. .
100.00
Committee on Executive
43.50
Committee on Executive Emer150.00
gency
$2,710.79

Total
The trustees ordered paid, at their April meeting:
H. A. Keller, Expenses at Atlantic City, Auditing
Treasurer Westermann's accounts
Secretary's Expenses at Denver Meeting
Y e a r Book Deficiency
Total

$75.00
250.00
338.25
$643.25

71

Septemto each
Balance
$252.90
342.11
137.70
100.00
56.50
150.00

$1,039.21

American

Association

Year-Book.

T h e Year Book has not been so freely subscribed for as on previous
occasions. There have been
Sold and
Sold but
Donated
In hands

cash received for sales
not yet paid for
to societies and others
of printer

861 copies
70
"
28
"
241
"

Total issue of

1200

"

T h e total cost of the Year Book was $1,200, and under authority of
the Board of Trustees, the balance in excess of the receipts has been
paid out of the unappropriated funds of the Association, namely $338.25.
During the year, the committee has given consideration to many matters
affecting the welfare of the Association. Most of these were matters
arising in the ordinary course of events and are scarcely of sufficient
permanent importance to require a formal record of their disposition.
Attention can be called, however, to the action of the committee in
recently addressing the members of the American Association upon the
subject of the " Corporation T a x L a w . " The committee hopes that a
careful study of the law may be promoted and that the members generally
will display an earnest interest in legislation of this character.
Correspondence has been held with professional men in Nebraska,
Wisconsin, Virginia, West Virginia and Montana, with reference to the
formation of accountant societies in those states.
The committee acknowledge the receipt of the courtesy of the Institute
of Chartered Accountants of England and Wales for a copy of their list
of members; to the Society of Incorporated Accountants and Auditors
for a record of their proceedings; to the Incorporated Institute of
Accountants, Melbourne, Australia, for a report of their annual meeting;
to the Auditor-General of Perth, Western Australia, for a copy of the
Auditor-General's report, and to Mr. N. R. Mistri of Bombay, India,
for " Glimpses of India," which he presented to the library of the
Association on the twenty-first anniversary.
Respectfully submitted,
J. E .
T.

STERRETT,

CULLEN

President.

ROBERTS,

Secretary.

Committee on By-Laws.
June 29, 1909.
T o T H E A M E R I C A N ASSOCIATION OF PUBLIC

ACCOUNTANTS:

Y o u r Committee on By-laws desires to report that it has held one meeting ( M a y 22, 1909) : and unanimously recommends the following changes
in the Constitution and By-laws of the Association, viz.:
That Section 1, Article I V , of the Constitution be amended by adding
the following words, viz.:
" and who shall reside in or near the place selected for the next
annual meeting."
That there shall be added to Section 1, Article I V , of the By-laws,
Order of Business, an additional order or item, viz.:
" 10. Election of Auditors—Adjournment."
That the first sentence of Section 5, Sub-section ( a ) , Article II of the
By-laws as follows, be stricken out, namely:
" T h e r e shall be two regular meetings of the Board of Trustees,
to take place on the third Tuesday of April and October of
each year."
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A n d that there be substituted therefor the following:
" Regular meetings of the Board of Trustees shall be held on the
Thursday next after the third Tuesday in October, the third
Monday in April, and the Monday next preceding the third
Tuesday in October of each year."
And the remainder of said section to stand as now.
That there be added to Section 2, Article II, of the By-laws a new subsection, designated ( b ) :
" The fiscal year of the Association shall end on the 30th day of
September."
That the present Section 2, Article II, be designated sub-section ( a ) .
That, in view of the proposed change in Section 5, Sub-section ( a )
Article II, of the By-laws re meetings of the Board of Trustees, your Committee, after a full discussion, recommends no change to be made in Section 1, Article II, of the By-laws which would leave the date of each subsequent meeting uncertain, and to be fixed at each annual meeting previous
thereto.
Respectfully submitted,
T H O S . L . BERRY,
EDWARD L .
W.

A.

SUFFERN,

CHASE.

July 29, 1909.
To

T H E A M E R I C A N ASSOCIATION OF P U B L I C

ACCOUNTANTS:

GENTLEMEN : Additional matters having been referred to your committee since compiling our report, we are compelled to submit to your honorable body a supplemental report, as follows. W e recommend:
That Rule 1, Article V I I , of the By-laws, entitled " Professional
Ethics," be repealed and re-enacted to read:
" N o member shall allow any person to practice in his name as a
public accountant, who is not either a member of this Association, or in partnership with such member, or who is in his
employ on a salary; nor shall he conceal his personality under
a corporate name either nominal, personal, or fictitious."
That two additional rules be added as follows:
(6) N o member shall agree to perform accountancy work for parties to commercial ventures or contested cases, either in prospect or instituted, payment of fee for which is by arrangement
based upon the contingency of the results.
(7) N o member shall interfere, or in any way take part in any
effort looking to the modification, alteration, or amendment of
any state laws affecting the profession of accountancy without
the concurrence and co-operation of the society or societies of
the state or district concerned.
T h e foregoing matters will be found by reference to the Y e a r Book
of the Convention of 1908, pages 98, 99 and 100. T h e change in wording
of same has been made in order that the intention of these rules might be
clear and the reading smooth.
Respectfully submitted,
THOS.

L.

EDWARD L .
W.
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Report of Committee on Meetings, Lectures, Libraries and Bulletins.
To

T H E BOARD OF T R U S T E E S
ACCOUNTANTS :

OF T H E A M E R I C A N

ASSOCIATION

OF

PUBLIC

On behalf of the above named committee I submit the following report
for the consideration of the Denver Convention to be held in October,
1909.

A t a meeting of the Executive Committee of the Association held in
November, 1908, the secretary of the Association was directed to communicate with the presidents of all the state societies for the purpose of
inquiring whether any programme had been arranged in those societies
for the purpose of education during the winter months.
In accordance with said resolution, the secretary addressed such a
letter on November 27, 1908, and received replies from most of the state
societies, copies of which he forwarded to me, and a synopsis of which
I give later. The information thus obtained was of some interest, but
I would respectfully suggest that the chairman of the Committee on
Meetings, Lectures, etc., was the proper person to have directed this
inquiry and not the secretary of the Association. M y reason for stating
this is, that on December 19, 1908, not being aware that the secretary
had also this matter in hand, I addressed a letter to the presidents of all
state societies along very similar lines, taking up also certain other phases
of the work of this committee. T h e presidents of the various societies
having already answered the secretary's letter, mine undoubtedly appeared
superfluous, and only three replies were received. (Pennsylvania, Illinois and Colorado.)
I submit herewith extracts from my letter of December 19:
LIBRARY.

It is one of the objects of this committee to stimulate each society to
start a library of accountancy literature. The American Association of
Public Accountants has no library and has no need of one, inasmuch as
there would be nobody to use it. But the Association can largely assist
the other societies by preparing a complete list of all the leading works
in accountancy and allied subjects, so that any society desirous of starting a library or adding thereto can have the benefit of this catalogue and
the advice of this committee as to the best works to purchase. Furthermore, students in accountancy could, in this manner, obtain a list of works
covering the special subject which they may desire to study. In order
to prepare this list we would call upon the members of this committee and
secretaries of all societies to furnish us with a list of books, pamphlets,
etc., which they would recommend.
MEETINGS.

It is advisable that each society send to the chairman of this committee a synopsis of the meetings which are expected to be held, and
the subjects for discussion at these meetings; also the title of any paper
which will be read. Copies of the year's programme of each society
will be sent to all the other societies, so that every society will know the
line of work being taken up, and this will stimulate each society to maintain a high standard and will also give ideas to each society which will
be profitable to their own meetings.
It may be impossible to get a report at the commencement of each
season of the meetings to be held by all the societies, but it will not be
impossible at the end of the season to get such a report of what has
taken place. A synopsis of the year's work of all the societies could then
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be drawn up and sent to every society and this might be of considerable
benefit in preparing the topics for the ensuing season. Thus a valuable
paper read to one society one season might be read by the same gentleman next season at the meeting of another society; and I believe it
would be found that lecturers would be willing to put themselves to some
inconvenience in visiting societies other than their own and delivering
lectures. This would also bring out a closer fraternal spirit amongst
various societies.
LECTURES.

Closely associated with the question of meetings, and especially with
the closing remarks of the foregoing paragraph, comes the question of
whether or not it would be a good plan to obtain the publishing of some
of the lectures given and having these printed lectures mailed to all
members of the Association.
I shall highly appreciate it if you will give the foregoing matters
your careful consideration, and write me promptly thereon, giving the
committee the benefit of your suggestions.

A s previously stated, three answers were received; that of Mr. J. E.
Sterrett, Chairman of the Committee on Meetings of the Pennsylvania
Institute, giving the following programme of monthly meetings of that
Society for the ensuing winter season:
Investigation in Bankruptcy Cases, W m . M. Lybrand.
Accountant's Office Organization, Fees, Etc., A . A . Ross, Jr.
Examinations of the Accounts of Public Service Corporations on Behalf of Intending Purchasers. Chas. N. Vollum.
Audits of the Accounts of Retail Merchants. D. V . Johnston.
Accounts of Executors, Administrators and Trustees. H. G. Stockwell.

T h e reply received from Mr. W . Ernest Seatree, President of the
Illinois Society, contains so many good suggestions that will be of value
to the Association that I present extracts of same below:
I agree on the whole with the suggestions set forth and feel sure that
considerable benefit should accrue to the individual members of the various
societies if the ideas are carried out.
With regard to the library: Inasmuch as the Association itself has
no use for a library of its own, could it not be induced to offer a grant
to the various societies who are prepared to start a library, such grant
to be contingent, of course, upon the society applying finding a necessary
minimum sum ? It seems to me desirable that there should at least be an
official list of books recommended by the American Association, and of
course a complete list of all the leading works on Accountancy and allied
subjects would be merely carrying this a step further. If this idea is
carried out arrangements should, of course, be made for systematically
keeping such an index as you suggest up to date.
With regard to meetings and lectures: I think it an excellent idea
to arrange as far as possible for an interchange of lectures between the
various societies. A s you are doubtless aware, something of this sort is
in vogue between the various students' societies in England, there being, I
believe, some Students' Societies Union in which each society is represented. Possibly some useful information as to the manner in which their
work is conducted could be obtained from the secretary of the London
Chartered Accountants Students' Society.
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In this connection would it not be well to encourage the various societies to hold general meetings of all members at more frequent intervals
than at present, at which a distinct course of lectures could be arranged
for and a regular syllabus be prepared in advance? This again is something after the idea carried out by the English Students' societies.
Another thought that has occurred to me is that this committee might
well arrange for the delivery of lectures or papers before the various
professional and business association meetings which are held throughout
the country from time to time—such as those of the Bankers' Association
and the various trade associations which exist. This, it seems to me,
would be particularly in line with one of the defined objects of the committee, which is to further the interests of the profession. A great deal
of educational work amongst the business community can be carried out
in this way with possibly better results than by individual effort, as the
subject matter delivered would, of course, have received the sanction and
endorsement of the recognized body of accountants.
I shall be glad to give the matter some further thought, and communicate with you again if I have any other suggestions to offer worthy of
consideration.

T h e letter received from the Colorado Society, signed by J. H. Kingwill and J. B. Geijsbeek, heartily commends the ideas suggested in mine
of December 19, 1908, and they have forwarded to me a printed catalogue
of works on accountancy contained in their library. T h e library of the
Colorado Society of Certified Public Accountants is a separate organization and issues stock to those who donate either money or books.
The
library is expected to be an important adjunct to the School of Commerce.

On April 17, 1909, I handed in my interim report to the Board of
Trustees, which described briefly the action taken by the Illinois Society
to awaken more interest on the part of its members in the meetings of
the society, and to assist in the education in accountancy matters of members of the staffs of practicing accountants. Copies of this report were
mailed by the secretary of the association to the presidents of all state
societies, so no further comment is now necessary.
On June 15, 1909, I addressed a letter to the presidents of all state societies, giving a synopsis of the meetings held by the Illinois Society. I
also quote below a portion of this letter:
"It is my opinion that the best objects of this committee and the best
work that it can do is in the interchange of ideas between the various
state societies in regard to meetings and lectures. This can only be carried out by each society reporting to the chairman of this committee
the work carried on by every society during the year just completed, it
being assumed that the year's work in regard to meetings and lectures will
terminate in the month of May. Upon receiving such reports, the chairman of this committee will make a digest of same and send a copy to
each society, so that each society will have the benefit of any new ideas
inaugurated by other societies."
This letter, while requesting an answer from each society, only brought
three responses, namely, from Colorado, Louisiana, and Missouri:
Colorado reports that meetings are held about once every alternate
month, which takes the shape of an informal dinner, the occasion being
primarily a social one to promote good fellowship, and that after the dinner, matters of general interest to the profession are discussed. Matters
pertaining to the Denver Convention have necessarily taken up consider76
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able time. A t their meeting held at Boulder, former Governor Folk of
Missouri was present, and also representatives of the leading business
interests of that city, and several professors from the State University,
who gave interesting addresses on business and legal topics.

Louisiana reports that its time has been taken up with matters pertaining to the enactment of a C. P. A . law in that state.
They, however,
report that at the next meeting (July 13) a paper will be read, entitled
" Relations of the Public Accountant to the Bookkeeper," and that at the
meeting following, a paper on " Sewerage and Water Board Accounts"
will be read, or else a paper entitled " Liability of Stockholders for Unpaid Subscriptions."

Missouri writes that the time and energies of its members have been
devoted to the passage of C. P. A. legislation, which has been successful;
but that this work has interfered with the preparation of any programme
for lectures on accountancy subjects. A students' club has, however, been
formed, and active work is expected to be inaugurated commencing September 1, and practicing accountants from other cities will be invited to
come and give addresses.

The foregoing letters show a hearty interest and co-operation with
this committee on the part of these three state societies, but it will be seen
that on account of their being the only replies, it was impossible for me
to send out to all the societies a synopsis of all meetings and lectures of
other socieities as suggested in my letter of June 15.
Based upon the letters received by the secretary of the Association in
answer to his dated November 27, 1908, and also from other correspondence, I beg to report the following conditions in the various state societies
relative to meetings and lectures, as of dates indicated:
California,

December 2, 1908.

N o programme for meetings and lectures had been made at that date,
and no report has since been received.
Colorado.
See description of programme given earlier in this report.
Connecticut,

November 28, 1908.

N o definite preparation for meetings and lectures, and no further
report since.
Georgia, November 30, 1908.
N o programme for meetings and lectures had been made at this date,
and no report has since been received.
Illinois.
Monthly meetings. A committee on meetings and lectures makes all
arangements for lectures. Synopsis of meetings and lectures given in
report dated May 17, 1909.
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Kentucky, December 1, 1908.
N o programme arranged. Members in Kentucky are stated not to
appreciate value of monthly meetings, but it is hoped they will be arranged. N o report received since that date.
Louisiana.
See description of programme given earlier in this report.
Maryland, December 5, 1908.
N o programme arranged, and no report received since that date.
Massachusetts, November 28, 1908.
Monthly meetings. Committee appointed at each meeting to select discussion at the next meeting.
Minnesota, December 2, 1908.
Meetings appear to be held monthly, and following lectures reported:
November meeting, "The Public Accountant and His Relation to the Business World,"—John A . Cooper.
December meeting, "Depreciation and Reserves."—Seymour Walton.
January meeting, "Banking and Commercial Paper," by George E.
Roberts, President of the Commercial National Bank of Chicago.
T h e Minnesota Society in 1908 also assumed the responsibility of sixteen lectures to a special class in the department of economics in the
University of Minnesota, and is also co-operating with the School of
Commerce in St. Paul, the classes in accounting being under the supervision of the society.
Missouri.
See description of programme given earlier in this report.
New Jersey, December 18, 1908.
Committee appointed for meetings and lectures. It was anticipated
that papers would be read before Stevens Institute of Technology, Hoboken; Rutgers and Princeton colleges, and members of Y . M. C. A .
New York, December 16, 1908.
T h e secretary of the New Y o r k Society replies that he is instructed to
say that the programme for the winter months includes lectures on city
finance, inventories, accountancy, and investments.
N o further report
received since that date.
Pennsylvania.
A regular programme for the winter's meetings is laid out in advance.
See details in early part of this report as to meetings and lectures given
the past year.
Rhode Island, December 14, 1908.
N o programme arranged, and no report received since that date.
N o reports have been furnished either to the secretary of the Association or to myself by the following state societies: Michigan, Ohio,
Oregon, Tennessee, and Washington.
T h e lack of response to letters addressed to the various state societies
has been somewhat discouraging. The fact that the members of this committee are all scattered makes the work of the chairman valueless unless
co-operation is maintained, and unless reports are secured from each
and every society. I believe the work of this committee can be made
extremely beneficial to the profession by an interchanging of these re78
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ports, and I suggest that at the Denver Convention the delegates be
requested to secure greater co-operation in the future by their respective
societies. While it is most disappointing not to have accomplished even
a part of what one had started out to perform, some good results may
have been obtained by the correspondence addressed to the presidents of
the various state societies which will stimulate them to greater efforts in
the future, especially if the plans and work begun may be continued by
succeeding committee.
Respectfully submitted,
ERNEST RECKITT,

Chairman.

Report of Committee on Legislation.
T o T H E PRESIDENT AND T R U S T E E S OF T H E A M E R I C A N ASSOCIATION OF P U B L I C
ACCOUNTANTS :

This committee has held no meetings during the past year, having conducted its activities entirely by correspondence, and it believes that a
digest of such correspondence will prove of value in demonstrating the
development of C. P. A. and other legislation, and as expressing the
interest being manifested in accounting in different parts of the United
States.
STATE

LEGISLATION.

California.
The California Society of Certified Public Accountants report that
their society, in conjunction with others in the profession, made an attempt
to modify their C. P. A. law by transferring the control of the State Board
from the present appointees by the Governor of the state to the control
of the Regents of the State University. Owing to the limited time in
preparation of the matter for the state legislature, they were unable to
accomplish the desired result.
The secretary of the society further stated that with the efforts being
made and the formation of all accountants of California into one society,
there was a very favorable prospect to the accomplishment of this and
other desired modifications of the C. P. A. law.
Connecticut.
A s reviewed in our semi-annual report, an effort made to repeal the
Connecticut C. P. A. law failed, the opponents to the bill withdrawing
objections after a fuller understanding of the situations.
District of Columbia.
By the personal efforts of Mr. N. E. Webster, a member of the Michigan Society of Certified Public Accountants, there was introduced in
Congress a bill to create a State Board of Accountancy for the District
of Columbia. This bill was known as H.R. 2106. The measure did not
contemplate a national C. P. A. law, but related especially to the bona fide
residents and practitioners within the District of Columbia. The waiver
clause in this measure contemplates as accepting and conferring the degree
of Certified Public Accountant to those who have been practicing as Accountants within the District of Columbia for more than three consecutive
years next preceding the passage of the act.
It will be observed that the waiver clause in this measure contemplated
granting a certificate to accountants resident of and practicing in the District of Columbia, and made no reference that such accountants so residing and practicing therein should be public acountants within the general
acceptation and meaning of that term. The measure did not become
operative, and it is hoped that the interest manifested may be productive
of much good later on.
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Georgia.
The committee is informed by the chairman of the Georgia State
Board of Examiners that certain features of improvement to the Georgia
C. P. A . law were covered in an amendment submitted to the last session
of the state legislature, but by reason of pressure of business, the measure
was not considered and will be proposed at the next session of the legislature, and very probably incorporated as a part of the act. T h e principal
feature of the proposed amendment is the adoption of a "reciprocity
clause." The Georgia board also feel that another feature which would
improve their legislation is an educational qualification, or public practice,
as a prerequisite to the conferring of the degree. It would appear that
the Georgia Board of Examiners have their matters well in hand.
Illinois.
T h e amendment to the Illinois C. P. A . law, enacted in 1907, and which
provided for the elimination of the four years' high school qualification,
specified in the original law, expires by limitation of the terms of this
clause, in November, 1909, thereby restoring the statute as originally
enacted.
Indiana.
A n unorganized effort was made to introduce C. P. A . legislation in this
state, but as the proposed bill did not comply with the standards and
requirements of this Association, vigorous protest on the part of the committee and others at interest resulted in its defeat.
Massachusetts.
In response to the efforts of the Incorporated Public Accountants of
Massachusetts to obtain a C. P. A . law, that commonwealth has passed
an act providing for the registration of public accountants. Laws of 1909,
Chapter 399.
Y o u r committee are informed that the prospects are good of this and
other seeming defects being remedied next year.
T h e Bank Commissioner, who is named in the act as the official who
shall have charge of, and who shall issue the certificates of registration,
has appointed five reputable public accountants as a board of examiners.
A l l applications are to be submitted to this board for their recommendation,
and without their favorable action, certificates will not be issued.
Minnesota.
In the semi-annual report of this committee, reference was made to a
bill pending before the Minnesota legislature, the measure providing for
a State Board along the lines recommended and approved by this Association. This bill was passed and the State Board has been appointed, and
has well in hand its first examination for October. Copies of the bill and
rules and regulations of the State Board of Accountancy are submitted
herewith.
Missouri.
T h e C. P. A . bill referred to in the semi-annual report of this committee, as being considered by the legislature of that state, was under the
guiding influence of the Missouri Society of Public Accountants, formally
adopted during the month of April, 1909. This bill generally conforms to
the standards and requirements of the American Association, and provides for a board of five examiners to be appointed by the governor;
such appointments were so made under date of September 14, 1909, and
at the date of the preparation of this, our annual report, the board had
not met or organized. A copy of the Missouri bill is submitted herewith.
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Montana.
In December, 1908, the committee was advised that the Montana State
Society of Public Accountants had been successfully organized and incorporated, embracing some twenty chartered members, who, with the exception of three, were engaged in practice as, or in the employment of public
accountants. Under the auspices of this society, a University C. P. A . bill
was introduced for consideration of the 1909 legislature of that state,
and became a law in March of this year. The provisions of this bill generally comply with the requirments and standards as provided by the
American Association of Public Accountants. W e submit herewith a
copy of the Montana bill, as supplied to the committee, but it is suggested
that prior to inserting same in the Year Book that a certified copy of this
bill be obtained from the Montana State Society of Public Accountants.
Nebraska.
In January, 1909, the committee was advised that local practitioners in
this state had formed a society under the name of " Nebraska State Association of Public Accountants," and that such association contemplated
presenting a C. P. A. bill to the legislature for their consideration. In
April the committee was informed that through the efforts of the
Nebraska State Association of Public Accountants, C. P. A . legislation
had been secured in that state. The committee at once sent to the Secretary of State for a certified copy of the bill, and the same is submitted
as a part of this report. This measure does not conform to the standards
of the American Association, and the committee is informed that state
board has not qualified or organized.
Tennessee.
A C. P. A. bill was presented by the Tennessee Society for consideration by the legislature of that state. Owing to political conditions, by
virtue of which the legislature did not desire to create additional boards,
the measure failed of passage.
Texas and Oklahoma.
A s recited in the semi-annual report of the committee, some agitation
for C. P. A . legislation manifested itself in these two states. Diligent
inquiry and correspondence demonstrated that these two commonwealths
were not yet organized or ready for this kind of legislation, and the measures appear to have failed of consideration from lack of local interest.
Virginia.
Considerable correspondence has been had by the committee with the
various practitioners in this state relative to the matter of C. P. A. legislation, and it is a pleasure to report that the practitioners of the " Old
Dominion " have nearly perfected plans for a state organization, and it is
to be hoped that such organization will be perfected so as to enable them
to make application for membership in the American Association at its
annual meeting in Denver. There appears to be the utmost harmony
existing between the practitioners of this state, and it is believed that a
suitable and consistent measure will be presented to and favorably considered by the legislature of Virginia at its next session.
West
Virginia.
C. P. A . legislation was presented by local persons to the legislature of
this state, and as it was not up to the requirements of standards prescribed
by the American Association, and for the further reason that no special
society or organized movement was behind the measure, it failed to
receive favorable consideration.
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Wisconsin.
T w o C. P. A. bills were introduced for the consideration of the legislature of Wisconsin, and owing to the apparent factional differences among
the practitioners of this state, coupled with opposition from an association
of bookkeepers, both bills failed of passage. The committee, however, is
pleased to report that the practicing public acountants have completed an
organization, and will no doubt make application for membership in the
American Association at its Denver meeting. It is to be hoped that by
earnest co-operation, and proper publicity as to the merits of this legislation, that Wisconsin will at its next legislative session, adopt a suitable
C. P . A. law.
Oregon.
The president of the Oregon State Society of Public Accountants reports that although the society was but a few months old at the time of
the convening of the Oregon legislature, they prepared a bill along the
lines recommended by the American Association and made every endeavor
to secure its consideration, but owing to certain local conditions the
measure failed. This state society will aggressively follow up the good
work thus undertaken, and the day is not far distant when Oregon will
have creditable C. P. A. laws.
In reviewing the work accomplished along the lines of state legislation,
the committee is of the opinion that successful and suitable legislation
can only be obtained through the co-operation and support of thoroughly
organized state associations, who are in harmony with the standards
established by the American Association of Public Accountants.
The responsibilities incident to the carrying out of all legislation of
this character are very great and should be thoroughly understood by
those appointed as examiners, and they in turn should have the earnest
support and co-operation of every practitioner.
NATIONAL

LEGISLATION.

The committee has devoted much time and correspondence on bills
pending before Congress, and has to report no measure of special moment,
or of particular interest to the profession, as having been adopted.
The passing by Congress of a law placing a gross revenue tax on corporations incited some correspondence between certain practitioners in
the city of New York and the Attorney General, largely on the matter of
terminology, and in which correspondence this committee was not invited
to participate. The results of the correspondence have from time to time
been reflected in The Journal of Accountancy, and the subject is passed
without further comment.
REVIEW OF CONDITIONS.

From a liberal correspondence had with the officers of various state
societies, it is especially observed an increasing harmony of thought on the
matter of C. P. A. legislation, and particularly in its application, and a
more general understanding of the responsibilities is observed among
those in charge of the enforcement of C. P. A. laws. Much remains to
be done in this direction, and it is earnestly believed by the committee that
the time is nearly ripe when the American Association should establish
an active central bureau for dissemination of information on this important branch of its activities.
The committee acknowledges the courtesies extended to it by the
various state societies in promptly supplying information and data which
has been requested of them.
All of which is respectfully sumbitted,
H . M . TEMPLE,
JNO. A . COOPER,
CHAS. N . VOLLUM,

Committee on Legislation.
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Report of the Committee on "Journal of Accountancy."
To

THE BOARD OF TRUSTEES
ACCOUNTANTS :

OF T H E

AMERICAN

ASSOCIATION

OF

PUBLIC

T h e Committee on Journal have continued during the past year their
general supervision over the policy of The Journal of Accountancy, and
are pleased to report that an increasingly high standard has been maintained in the articles published therein. The committee have endeavored
to assist the editors in maintaining this standard by reading all important
matter before publication as well as by offering suggestions and preparing
notes upon subjects which seem suitable for editorial comment.
The editors find considerable difficulty in obtaining members of the
profession to prepare the reviews on books on accounting subjects which
form a necessary part of the publication, with the result that these have
in the past frequently suffered from a lack of practical experience on the
part of the reviewers. To remedy this this committee have addressed
several of the leading members of the profession asking them to assist
the Journal by undertaking to review such books as may be sent them by
this committee. While no enthusiastic response was received, a few of
those to whom this request was made have expressed their willingness to
co-operate. If the Journal is to be a successful literary production, and
one worthy of the American Association which controls it and for whose
welfare it was primarily established, greater practical interest on the part
of the individual members is essential and this committee make an urgent
appeal to all members for greater co-operation in future.
T h e Journal is steadily increasing its circulation and the income therefrom after paying printing and editorial expenses during the fiscal year
ending August 31, 1909, has shown a satisfactory gain, and has provided
the sum of $945 to be applied toward the expense of sale and of genera!
administration.
T h e paid subscribers to the Journal are classified approximately as
follows:
Accountants and their clerks
Students
General public

322
60
1,596
1,978

T h e number of subscribers among the ranks of accountants is still
lamentably below what it should be. T h e Y e a r Book shows that, omitting
duplicates, there were on September 30, 1908, 754 members o f the Associaton. The subscribers under the heading of " Accountants and their clerks"
undoubtedly include many who are not members; so that considerably less
than one-half of the Association at present subscribe to its official journal.
This state of affairs also shows a lack of interest on the part of the members which is hardly creditable. If the members would do their duty by
their own journal and subscribe for only one copy apiece the Journal
would be very nearly self-supporting.
In conclusion this committee congratulates the Association on the
satisfactory progress which has been made by the Journal, and confidently
appeal to the members for a greater measure of support in every direction
than they have given it in the past.
Respectfully submitted,
A . LOWES DICKINSON,
JNO. A . COOPER,
L . H . CONANT.
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Report of the Committee on Review of Appropriations—Budget.
To

T H E BOARD OF T R U S T E E S
ACCOUNTANTS :

OF T H E

AMERICAN

ASSOCIATION

OF

PUBLIC

Gentlemen: Prior to making a presentment to your honorable body
for an appropriation for the necessary expenses incident to the operations
of the Association for the ensuing year, your committee desire to take a
review of the past two years' budget:
Ending
Ending
1908
1909
Secretary's Services
$900.00
$900.00
Stationery and Printing
700.00
700.00
Postage, Expressage, Telegrams, Sundries
600,00
600.00
Journal of A c c o u n t a n c y
500.00
500.00
A n n u a l Meeting
400.00
400.00
Committees — L e g i s l a t i o n
150.00
150.00
—Conciliation, Arbitration
150.00
150.00
Press and Publicity
100.00
100.00
Executive
100.00
100.00
E x e c u t i v e Emergency
150.00
Original Appropriation
Additional — E x e c u t i v e .
—Treasurer

$3,600.00
150.00
200.00
,950.00

$3,750.00

N o provision was made for the cost of the Year Book, as called for by
the By-laws, Article I, Section 5a. By that was meant the free copy for
distribution. T h e bound copy was an afterthought, and cost was to be
defrayed out of the sales. The 19th anniversary Year Book (Columbus),
comprised 89 pages, including the index: the 20th anniversary Year Book
(St. Paul), comprised 244 pages, including the index; the 21st anniversary
Y e a r Book (Atlantic City), comprised 379 pages, including the index.
The cost of each of the three Year Books, free copies, was paid out of the
printing appropriation. The sale of the bound copy of the St. Paul Year
Book realized $1,100, and as the cost was $912.50, there was a profit of
$197.50, half of which, $98.75, was payable and was paid to The Journal of
Accountancy.
The cash received for the sale of the Atlantic City Y e a r
Book up to September 24, 1909, was $861.75, and as the coast was $1,200
(one dollar per volume), there is an apparent loss on that account of
$338.25, and for which a vote was taken by the board of trustees, and an
order made for its payment out of the balances of unexpended appropriations. It may be mentioned that this may be reduced by sundry sums for
sales, not yet received, amounting to $70.
A t the close of business, September 30, 1908, there was to the credit
of balances of unexpended appropriations for that year, $941.38, which
after certain deductions, has been carried to the increase of surplus; and
at the close of business, September 30, 1909, for that year the sum of
$1,039.21, which is reducible by the several grants made by the Board
of Trustees at their meeting in April which aggregate $663.25, subject to a
reduction by a possible sale of some copies of the Y e a r Book, and a
collection of the above sum of $70 from outstandings.
In view of the additional work falling upon the secretary in consequence of increased membership, supervising the Y e a r Book, keeping the
accounts of the Association in accordance with the auditors' recommendation as per their report (see Atlantic Year Book, p. 101), we recommend an appropriation of $1,200 instead of $900.
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Therefore, pursuant to Section 9B of Article 1 of the By-laws, which
provides " that at each meeting of the Association, the Board of Trustees
shall present the budget showing the amount of money required for the
purpose of the Association for a stated period," your Committee on
Review of Appropriations Budget respectfully present for your consideration, the following estimate of needed appropriations for the ensuing year,
1909-10.

Secretary's Services
Stationery and Printing
Y e a r - B o o k , Free Edition
Postages; Express, Telegrams and Sundries
Journal of Accountancy
A n n u a l Meeting, 1910
E x e c u t i v e Committee
Committee on Legislation
Committee on Arbitration, Conciliation
Committee on Press and Publicity

.

$1,200.00
500.00
200.00
300.00
500.00
400.00
250.00
150.00
150.00
100.00
$3,750.00

This estimate is based upon the income of the Association for the year
ending September 30, 1909, which gave net $3,900.32. This amount will in
all probability be exceeded by the fees receivable from, additional members
to be admitted at the coming meeting.
Respectfully submitted,
J . R . LOOMIS,
W . C . NEWELL,
J O H N E . COOPER.

Report of Committee on Annual Meeting.
To

THE BOARD OF TRUSTEES OF T H E

AMERICAN

ASSOCIATION

OF

PUBLIC

ACCOUNTANTS :

Gentlemen: W e are pleased to submit herewith copy of the official
program for the Twenty-second Annual Meeting to be held in Denver,
O c t o b e r 18, 19, 20, and 21, T909.

T h e program is practically the same as submitted and approved by you
in trustees' meeting last April, with the addition of a paper by Mr. Allen
R. Foote, of Ohio, on " Correct Accounting a Fundamental Basis for
Regulation and Taxation."
T h e entertainment features of the meeting have been delegated to the
Colorado Society of Certified Public Accountants, and your committee has
every reason to believe that the visiting delegates and members will
receive a most cordial welcome.
Notice of the Denver meeting has been sent out to our Association
members—over twelve thousand pieces of mail matter have gone forward
to our members during the year, and we have the promise of a most excellent attendance—distance from Denver and necessary time for making the
trip taken into consideration.
Y o u r committee desires to offer grateful acknowledgment to President
Sterrett for the valuable time and assistance given in working out the
program of this meeting, which promises to be the best since the organization of our Association.
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Your committee desires to express appreciation of the hearty, energetic
co-operation and unflagging zeal of the Colorado Society, whose guests
we are in 1909.
V e r y respectfully,
A L E X A N D E R E . FOWLIE,
J . PORTER JOPLIN,
H. T.
WESTERMANN,

Report of the Committee on Department Methods of the Government.
T o T H E A M E R I C A N ASSOCIATION OF P U B L I C A C C O U N T A N T S :

I beg to advise you that during the past year the committee has held no
meetings, nor has any of the departments of the government asked us for
assistance. Therefore there is nothing to base a report on at this time.
H. A.

NILES,

Chairman.

Report of the Committee on Interstate Commerce Commission.
To

T H E A M E R I C A N ASSOCIATION OF P U B L I C A C C O U N T A N T S :

There has been nothing before the Committee on Interstate
Commerce Commission, and the committee has not, therefore, held any
meetings, and has nothing to report.
E.

W.

SELLS,

Chairman.

Report of the Committee on Professional Ethics.
This committee has not, during the past year, had the privilege of
lending its wisdom to the assistance of our Executive Committee in elucidating any specific problems or in considering any infraction of the code
of professional conduct which has been adopted by this Association.
This does not imply that its services should be regarded as of a
transient character or that it has served its purpose, but rather that the
effect of its work in the past has been beneficial and elevating upon the
general body of practitioners, and those particularly who may fairly be
considered as in the youth of their calling loyally willing to adhere to the
standards being set by their elder brethren. W e consider it essential that
such a committee as this should be maintained permanently, and if anything its duties enlarged to the extent that it be charged with the consideration of disciplinary measures as occasions warrant. W e therefore
recommend to the consideration of the Executive Committee about to be
elected for the ensuing year a reference to the Committee on By-Laws
relative to establishing a standing committee on professional discipline to
whom shall be referred all cognate or allied subjects.
This committee is informed that the Committee on By-Laws has incorporated into its report and recommendations the addendum to Rule 1,
and the adoption of additional Rules 6 and 7 of Professional Ethics as an
amendment to Article 7 of By-laws.
W e beg leave to endorse the adoption of these rules, and call attention to the fact that during the past year
these suggested changes have been published in the Year-Book for 1908,
page 100, in addition to the preliminary notice of changes in the By-laws
that has been issued as required by the constitution.
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Our attention has again been called to the illegal use of the initials
C. P. A . by an incorporated company, as referred to in Item No. 2 of our
last year's report. This company is located in the city of New Y o r k ; its
particular business is to teach accounting by correspondence. Its advertising matter, with particular reference to its letter-heading, is misleading,
in that it conveys the impression that the corporation itself is a Certified
Public Accountant, and it also indicates that it or its officers are members
of the New York State Society of Certified Public Accountants, Fellows
of the American Association of Public Accountants, etc. Further its certificate of graduation, presumably as the result of its correspondence
course, is elaborately effusive as to the qualifications of the graduate, as
well as deceptive and misleading to the employing public. It is an open
question whether in using the mails for the purpose of this enterprise,
there is not an infraction of the Federal postal laws, arising from the company obviously setting at naught a statute of a state of the Union.
This committee recommends that the secretary be instructed to communicate with the New Y o r k State Society in regard to this case, and
that he be instructed to report fully thereon to the Executive Committee.
J O H N A L E X . COOPER,
E . G . SHORROCK.
JOEL H U N T E R .

Chairman.

Report of Press and Publicity Committee.
There has been no meeting of this committee during the year by reason
of the geographical location of its members. Therefore this report must
consist principally of a recitation of what has been accomplished by various
state societies, and necessarily this is an incomplete statement for the
reason that the members of this committee have little knowledge of what
has been accomplished by a number of state societies.
Probably the greatest publicity and most beneficial to the American
Association of Public Acountants has resulted from the criticism of the
Corporation T a x law by certain members from New York, which criticism
by reason of its thoroughness and the concise manner in which objections
were stated to the law as framed, made it a document well worth reading;
and being addressed to all members of Congress gave it a publicity which
probably exceeds that emulating from any other member of our society
during the last year, and too much praise cannot be given to those members who evidently spent so much work upon the same.
It can also be recorded that the State of Montana on the 27th day of
February, 1909, passed a Certified Public Accountancy bill, and in this
connection several of the other states had bills pending.
It should be understood by the members of our society that this committee is without funds for the initiation and maintenance of any series
of publications which they might deem advisable for the general benefit
and welfare of the Association, and it is the experience of all of the individual members of the committee that the local press does not take kindly
to the publishing of any items in reference to the American Association
of Public Accountants without compensation, and often are more than
chary in giving a certified public accountant credit for such good work
as may be done in the investigaton of public records or reports thereon.
T h e question, therefore, has arisen as to what, under these circumstances, is the best course to pursue in order that the members may be
conversant with what is being done in the various states, and amongst
those societies which are members of this Association. A s being the
most feasible and probably beneficial course, it is suggested by your committee that at the next meeting of our board of trustees, that a resolution
be passed asking the secretary of each society to make at least a quarterly
report to the chairman of this committee regarding those things which
87

American

Association

Year-Book.

have been done by his society tending to the publicity and worth of the
profession of accountancy. A n annual report compiled from data from
this source would at least make all of the members of the American
Association of Public Accountants conversant with what had been done
by all of our societies during the current year.
T h e movement of some of the state societies in the establishment of
schools of accountancy cannot be too highly commended.
Such work
brings before the public the fact that the certified public accountant must
be an educated man, and the fact of the existence of the school, itself,
will illustrate and emphasize the necessity for the profession. It is noted
that the University of Denver has established a school of " Commerce,
Accounts and Finance," and that the professors are largely members of
the Colorado society.
It would seem hardly necessary to mention the good work which is
being accomplished by The Journal of Accountancy, nor that it is the
duty of our members to support this journal as being the one publication
which is alive to the profession of accountancy in the United States. In
this connection of publications, the committee in charge of the publication
of the YEAR BOOK of the American Association of Public Accountants are
to be congratulated for the style and taste with which the same is printed
and its general appearance, there being no question but what to a great
many people the outward appearance attracts further investigaton.
T h e manner in which the meetings of the various societies should be
conducted so as to give publicity to their work, is a subject well worthy
of consideration, and it is reported by some societies that to these meetings are invited prominent business men of the community, the time being
occupied by addresses upon live subjects and touching upon the benefit
which is derived by the investigations and reports of the public accountant
This, it seems to your committee, is a method which can be employed by
all of the state societies with very beneficial results.
Respectfully submitted,
FERMOR J . SPENCER,
ALLEN R . SMART,
P. W . POGSEN.

Chairman.

Report of the Committee on Education.
It is with great pleasure that this committee reports that the subject
of education along the lines of accountancy and general business is engaging the attention of the commercial world in a way that would hardly
have been deemed possible a few years ago. T h e interest in scientific
business education is not confined to office men in general, nor to those
who wish to enter the accountancy profession. Associations of commerce, commercial clubs and other organizations formed for the purpose
of improving civic and business conditions have given moral and financial
support to the schools of commerce in some of the cities and have instituted series of lectures on accounting and commercial subjects in others.
The Y o u n g Men's Christian Association have recognized the growing demand for this kind of education and have added accounting courses of a
high grade to their curriculum in nearly all of the larger cities.
Those who have had any experience in this work are always impressed
with the eagerness of the students to obtain the instruction offered. T h e
success of the schools of commerce, especially in N e w York, Philadelphia
and Chicago and of many of the departments of this character in the
universities, has been phenomenal. Many of the students are men in the
prime of life and even beyond it, those who have been many years in business, but who realize that they need to supplement their practical experience with a knowledge of the scientific principles that underlie and ex88
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plain the problems that constantly confront them. They are no longer
satisfied with the answer to their eager questioning that was once given
by an instructor in a business college: " W e make the entry that way
because that is the right way to make it."
The demand for instruction being so insistent, it is unfortunate that
the supply of competent instructors should be limited. T h e students ask
for practical teaching by practical men. A l o n g accounting lines, this
teaching can best be given by educated practical accountants. It cannot
be confined to an occasional lecture on a single subject, but must consist
of a well thought-out and homogeneous course, with practical illustrations and the discussion of problems. T h e men who can carry on such
a course are naturally prominent in the profession and therefore very
much occupied with their own affairs, but they must realize that there is
a great work to be done and that the reward for doing it well will come,
not in money, but in the consciousness that they have been of service to
their fellow men. The members of this association must remember that
" noblesse oblige."
A n attempt was made to obtain reports of the condition of education
in all the states represented in this association, but repeated requests failed
to elicit answers from some of them. T h e reports that were received are
as follows:
California.
Professor H. R. Hatfield, Ph.D., of the University of California,
reports:
T h e university has not yet attempted to establish an evening school
for accountants, not qualified to enter the regular university courses, but
the work of the college of commerce, a regular college of the university
requiring four years preparatory work, and leading to a degree after
four years of college work, gives much of the training necessary for the
professional accountant. In addition to the numerous courses in theoretical and practical economics and in commercial law, especially arranged
for the College of Commerce, there are some few technical courses in
accounting. A t present these consist of two courses in the principles of
accounting; one on auditing, and one on cost accounting. Arrangements
have been made for an advanced course in railroad accounting to be
given next year.
A t present about seventy students (not counting duplications) are
taking work in accounting.
T h e students in accounting have a room specially fitted for their work
to which they have access at any time. The library contains about 200
volumes on accounting and bookkeeping.
Colorado.
Mr. Fermor J. Spencer: A school of commerce, accounts and finance
has been established in the University of Denver through the instrumentality of the Colorado Society of Certified Public Accountants and under
the supervision of an Advisory Committee appointed by the society. It
has an extensive faculty, many of whom are certified public accountants
in active practice and is well equipped to furnish a complete three years'
course in scientific business training, leading to the degree of B. S.
Georgia.
Mr. A . J. Haltiwanger says that no attempt has yet been made to
establish a course in accounting in any educational institution, as the effort to obtain the passage of the C. P. A . law has taken up all the attention of the accountants in the state.
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Illinois.
Mr. Ernest W . Seatree: T h e association's year ending on September
30, 1909 has been signally marked in the State of Illinois by the successful termination of the first class year of the Evening School of Commerce,
conducted under the auspices of the Northwestern University, announced
on the occasion of the last general meeting of the association.
The school commenced its course with 235 registered members, and
the attendance was not only well maintained throughout the term, but
actually increased, and the financial results were equally satisfactory, the
school"having proved itself to be self-supporting, which was a matter of
some satisfaction to the promoters since the guarantors were therefore
not called upon for assistance.
With regard to the coming season, the prospects are most encouraging, present indications pointing to an enrollment far beyond expectations,
and estimated to be between 400 and 500 students.
This society, which took an active part in the formation of the school,
continues to exercise a keen interest in its welfare and standards, and in
addition to having a representation in its financial and business management, two of its instructors are drawn from our ranks, Mr. Seymour Walton continuing in charge of the advanced classes, while Mr. A . E. Andersen is to be entrusted with the intermediate course. Moreover, by way
of lending a special incentive to those students aspiring to professional
qualifications, the society has offered a competitive prize of $100.00 to the
student in the intermediate class who shall gain the highest distinction
during the coming course in the subjects of accounts and commercial law.
Massachusetts.
From Mr. W . C. Newell the information is obtained that the principal
work being done in accountancy education for business men is prosecuted
by the Y o u n g Men's Christian Association of Boston, assisted by an advisory board of public accountants, and this work seems to be of a very
high grade of efficiency. In addition, the High School of Commerce in
Boston has undertaken to teach accounting subjects, but it has been in
existence too short a time to have developed any very advanced course.
Harvard University established in March, 1908, a graduate school of
business administration, which undertakes to give scientific business instruction. With a long list of instructors and of special lecturers, it is
unquestionably in a position to give the highest kind of instruction, but
as its students in the regular course must be graduates of colleges and
universities, its advantages are not available to the ordinary bookkeeper
or business man, except as opportunity is offered for special study not
leading to a degree.
Minnesota.
Mr. H . M. Temple reports that the Minnesota Society of Public A c countants is doing its full share toward developing the educational movement along right and proper lines. T h e University of Minnesota desires
to lay out a course of study that will in a way prepare students for the
C. P. A . examinations. The St. Paul Institute of Arts and Sciences,
School of Commerce, is making an effort to cover and develop similar
lines.
One of the most hopeful phases of the situation in this state is that
an attempt will be made to secure suitable early training along right lines
in the public schools, especially in the high school.
Missouri.
H. T . Westermann: There is but one institution in the state which
offers a course in accountancy, the City College of L a w and Finance, St.
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Louis, with a registration that will probably exceed 400, although this
is only the second year. Several accountants in active practice are included in the faculty.
A Students' Club has been formed which meets once a month, before
which papers are read and discussed, with some member of the Missouri
Society to act as referee and to close the meeting with a concise summary dealing with the subject.
A s yet the Missouri Society has not arranged a definite programme
along educational lines for the coming winter, but it expects to accomplish considerable in this direction.
New

Jersey.

Mr. Edwin E. Gano says that a committee was appointed by the state
society to arrange for a series of lectures before the principal educational
institutions of the state, but that the work was unavoidably delayed until
too late to do much this year. It is expected that another committee will
take the matter up vigorously after the annual meeting.
New

York.

Professor W . H. Lough, Jr. Instruction in advanced accounting is
offered in New Y o r k b y :
The New Y o r k University School of Commerce, Accounts and
Finance, with an attendance during the last academic year of 946. The
courses in accountancy have been steadily extended and revised, the broad
study of business conditions and forces being encouraged rather than
a narrow study of accounting technique.
T h e New Y o r k Institute of Accountancy, conducted under the auspices
of the Y o u n g Men's Christian Association, the courses in which are understood to be a direct preparation for the C. P. A. examination, and are not
especially designed to constitute a comprehensive training for the practice
of accountancy.
Several schools and institutes conducted by individuals as private
enterprises, offering instruction either in residence or by correspondence.
It is doubtful whether any of them are worthy of commendation.
T h e Hamilton Institute of Business, recently organized by members
of the faculties of the Universities of New York, Wisconsin and Illinois
for the purpose of offering correspondence courses in accounting, finance
and business administration. T h e personnel of the faculty should insure
excellent results.
Ohio.
Mr. Carl H. Nau writes that the Ohio State University has a course
in commerce and finance which is more of an economic than an accounting course. A n evening school has been organized in Columbus with
lectures by local accountants, which promises to be a permanent institution. In Cincinnati, the College of Finance, Commerce and Accounts,
offers a full curriculum in administration, accounting, commerce, commercial law and finance with a three years' course in charge of a competent
faculty.
Oregon.
Mr. W . R. Mackenzie says: "Our school directors have given the
subject very little thought. I am encouraged, however, to know that one
of our private schools intends to establish a course of practical accounting.
I hope this will give an impetus to some of our other schools."
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Pennsylvania.
Mr. Herbert G. Stockwell furnishes the information that in Pittsburgh,
the University of Pittsburgh, and in Philadelphia, the University of Pennsylvania, Temple University, Drexel Institute and the Young Men's Christian Association had established courses of accounting education, but
that only the University of Pennsylvania and the Y o u n g Men's Christian
Association were prepared to attempt any very serious work in advanced
accounting.
The most important work of this character is being carried on by the
University of Pennsylvania in the Wharton School and the Evening
School of Accounts and Finance, both of which offer, in addition to accounting instruction, courses of study covering a complete scientific business education. While the Wharton School is prepared to give thorough
accounting instruction, the number of students in accountancy is small
compared with that of those in the evening school, since the latter is
more available to persons employed in the day time.
T h e University of Pittsburgh expects to develop complete courses in
higher accounting in the near future and it is probable that the Temple
University will do the same.
On the whole, the conditions in this state seem to be highly satisfactory. It has long been recognized that the University of Pennsylvania
furnishes instruction of the very best character, and the indications are
that other institutions will soon be able to take their places also in the
first rank.
Rhode Island.
Mr. George R. A l l e n : None of the educational institutions in this
state, so far as I can ascertain, make any provisions whatever affording
students desiring to enter the accountancy profession any special facilities
for study; and at this writing I am not aware that there are any young
men contemplating fitting themselves to enter the profession.
Washington.
Mr. George Shedden: Up to the present time there does not exist
in this state any preparation with either the university high schools or
business colleges aiming at any superior education along the lines of
preparation for the C. P. A . certificate. W e hope for better things before
long.
Respectfully submitted,
SEYMOUR

WALTON,

Chairman.

Committee on Federal Recognition.
To

T H E PRESIDENT AND T R U S T E E S
PUBLIC ACCOUNTANTS.

OF

THE

AMERICAN

ASSOCIATION

OF

Gentlemen: This committee reported at the close of the year, September 30, 1908, that it had held no meeting for the preceding year, as there
had been no occasion for the committee to take any action upon any matters within its purview.
A t the time of the convention in Atlantic City, Mr. Norman E. Webster, of Washington, D. C., a member of this committee, laid before it the
drafts of two bills which it was proposed to have introduced at the coming
session of Congress, at the instance of the Commissioners of the District
of Columbia. Briefly stated, these bills were for the creation of a Board
of Examiners, who should be entitled to issue the certificate of Certified92
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Public Accountant to such persons as had complied with the provisions
of the bill and had passed the prescribed examination to the satisfaction
of the board. The second bill provided that all corporations organized
under the laws of the District of Columbia should have their accounts
annually examined and certified to by qualified accountants, described in
the first bill.
It was at once recognized that in this unforeseen manner it might
come about that Congress would for the first time take cognizance of,
and legislate in respect to, Certified Public Accountants, and the importance of this fact with its large potential results was fully appreciated by
your committee.
Mr. Webster was requested to endeavor to obtain certain modifications
in the terms of the bill so that it might be more in conformity with the
Model C. P. A. act endorsed by this Association. He was later successful
in securing some of these modifications, and the bill was introduced in the
Senate as "Senate Bill 9313" and referred. Owing to the shortness of
the session the bill did not come up for final reading, a fact which is not
in the least to be regetted.
Recognizing that this bill, either in its present or amended form, will
be introduced at the next session of Congress, and in all probability will
pass, having the sanction and endorsements of the Commissioners of the
District of Columbia, it was deemed desirable by your committee that
there should be an effort made to obtain still further modifications or
amendments. T o that end, a sub-committee was appointed to consider
these questions, and they having reported, and their report having been
adopted by a majority of the whole committee, the effort is now being
made to secure the consent of the Commissioners to have embodied in
the new bill such amendments as will give the degree provided thereunder
to all practicing accountants in the United States, under certain qualifications, whether the same shall be residing or practicing in the District
of Columbia or elsewhere; the bill as it now stands providing only for
accountants residing or having a place of business within the District.
Should the efforts of the committee, through its representative, Mr.
Webster, be successful, a means will be provided for the proper registration of duly certified accountants under what may be termed a national
act. The resulting possibilities of further federal legislation may be of
large moment to the profession of accountancy.
This committee believes that there is at present no matter of such
importance to the profession at large throughout the country as this opportunity to secure federal recognition through the medium of this bill, and
at the proper time the committee will invite the earnest co-operation of
every member of this Association toward the securing of the passage of
the amended bill, if the proposed amendments shall be accepted by the
framers thereof. It is to be hoped that when that time shall come every
member will exert his whole influence in behalf of this matter of so great
interest.
Respectfully submitted,
EDWARD L .

SUFFERN,

Chairman.

Report of the Committee on Standard Schedules for Uniform Reports of
Municipal Industries and Public Service Corporations.
T o THE PRESIDENT AND TRUSTEES OF THE A M E R I C A N ASSOCIATION OF P U B L I C
ACCOUNTANTS :

Your committee reports progress to the extent that matters which
the chairman expected to be formulated by the Massachusetts Highway
Commission relating to telephone companies in that Commonwealth have
not yet been completed, and therefore that no action of the committee
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has been called for during the past year. Logically the subject of
" Uniform Reports from Telephone and Telegraph Corporations " might
be expected to follow the previous discussions and reports of your committee upon Gas Works (1906) and Water Works (1908). Subsequently
your committe may expect to report upon street railways and upon electric
light companies.
If your committee is continued for the ensuing year it will doubtless
consider the matters relating to telephone companies which will be laid
before it, and will hope to report at length at the next meeting of
the trustees.
For the committee,
HARVEY S .

CHASE,

Chairman.

Report of the Committee on Uniform Bank Voucher Check.
To

T H E PRESIDENT AND T R U S T E E S
PUBLIC ACCOUNTANTS.

OF

THE

AMERICAN

ASSOCIATION

OF

Y o u r special committee appointed by President Sells for the purpose
of conferring with the committee of the American Bankers' Association
on the subject of a Uniform Bank Voucher Check, has to report as
follows:
T h e committee met pursuant to appointment with the similar committee
of the American Bankers' Association and committees representing the
Society of Railway Finance Officers and the Association of Railway A c counting Officers, and discussed the subject matter presented for their consideration. T w o meetings of these joint committees were held, which
resulted, after much deliberation, in the adoption of certain resolutions
supported by all of the committees, recommending the use of uniform
bank voucher checks, according to forms described by said committees.
T h e resolutions adopted were:
Resolution

No.

1—Negotiability.

" That it is the sense of this meeting that the voucher check be made
in negotiable form."
Resolution

No.

2—Form.

"That it is the sense of this meeting that a voucher check should be
in the form of a straight draft or check; an endorsement of the payee
thereon being accepted as the only receipt required."
Resolution

No. 3—General

Requirements.

" That it is the sense of this meeting that the check voucher should
be of the standard check size and in the standard draft form, with the
number, date, amount, and signature at the right end in the order named,
and the name of the payor (bank or treasurer of company) in the lower
left corner, and that where a folded voucher is considered necessary by
railroad companies, it should fold to standard check size, the check or
draft to be at the bottom."
" W h e n a detachable check is used, it should be in the standard form
described above."
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These resolutions were followed by certain requirements as to the
quality of paper, absence of business cards, size of check, and the location of the number, date, amount and signature.
These resolutions, together with the descriptions and the recommendations, were published and appeared in the journal of the American Bankers' Association in the issue of January, 1909, and were also published as
a separate supplement thereto.
They were likewise published in the
Journal of Accountancy, and have been republished in various journals
and newspapers.
It is believed by your committee that the general adoption on the part
of the clients of the members of this Association, and of the public generally, of the recommended forms, would conduce to their advantage and
to the advantage of the banks handling the same.
Y o u r committee
acknowledges with satisfaction the courtesies extended to them by the
members of the committees of the other associations, and takes pleasure
in recognizing the fact that this Association was invited to co-operate
with the Bankers' Committee, in a matter that so closely concerned their
mutual interests.
Respectfully submitted,
EDWARD L . SUFFERN, C h a i r m a n .
W I L L I A M M . LYBRAND,
ALLEN R . SMART,
G U Y H . KENNEDY,
HOMER A . D U N N .

Report of Committee on Bankers' Credit Information.
To

T H E BOARD OF T R U S T E E S
ACCOUNTANTS :

OF T H E

AMERICAN

ASSOCIATION

OF

PUBLIC

Dear Sirs: W e would report that immediately after our appointment
we took under consideration the scope of the work which might properly
fall within our province, and outlined a plan of campaign which had as
its object closer co-operation between the bankers and the public accountants of the country. While we had determined on a fairly definite publicity campaign, and had secured the approval of the Executive Committee
of this Association thereon, we did not consider it advisable to proceed
actively until we were assured that bankers themselves favored our plan.
W e were informed by a representative of the American Bankers'
Association that the matter of requiring borrowers to submit certified
statements as a basis for loans had been under consideration by the Association, but that the bankers themselves were divided in their opinion as
to the feasibility of the scheme being carried through successfully, and
we were further informed that they deprecated any action on our part
which might be construed to endorse the action of one of the committees
of the Bankers' Association, in view of the fact that the report of such
committee was not adopted by the Association but had only been taken
under consideration.
Under the circumstances this committee could hardly proceed along
the lines previously outlined, and we are therefore compelled to report that
nothing whatever has been done to help along the agitation which
seemed to promise so much a year ago.
In this connection we would suggest that this is one of many opportunities where the profession of the public accountant might have exploited
to the greatest possible advantage if our Association had had in operation
a strong official publicity bureau. T h e Credit Information Committee
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of the Bankers' Association was very strongly in favor of compulsory
audits but their enthusiasm seems to have died a natural death. If strong
influences had been brought to bear on bankers throughout the country it
is more than likely that the plan would at least have been tried out. In
matters of this nature it is hardly proper that the exploitation of the profession should be carried on personally by accountants in active practice.
T h e only proper way to carry on a campaign of education and co-operation would be to have it entrusted to a paid officer of this Association,
who would devote his entire time and energy to such work, and who
would not be connected directly or indirectly with any firm of practicing
accountants. T h e tendency of the present day on the part of the government, the bankers, and other interests seems to be towards official rather
than independent auditors. T h e clearing houses in a number of our larger
cities have appointed their own official auditors, so that a bank which
employs independent accountants will have three sets of examiners on its
accounts, and it is not believed that this practice will result to the advantage of the public accountant.
In his address before the convention of the American Bankers' Association, held at Chicago, September 14, 1909, Mr. Murray, Comptroller of
the Treasury, said inter alia:
" I believe in co-operation of the National examiners and the clearing
house examiners. A t present the ideal examination can best be made by
clearing house examiners, owing to the manner in which they are paid
and the unlimited time at their command, and I would like to see at least
one examiner so equipped in each of the large cities of the country."
In an address before the same convention, James B. Forgan, President
of the First National Bank of Chicago, said :
" A s now administered governmental and clearing house supervision
are doing a great deal (in my opinion as much as can reasonably be
expected of them) along the line of purging and purifying our system,
and raising our standards of banking."
It will be noted that no mention is made of the desirability or value
of examinations by public accountants.
Organizations such as the Bureau of Municipal Research of New
Y o r k have been organized, and are operated for the purpose of furnishing
skilled, technical assistance, without cost to the municipality in which the
bureau is located. In certain cities these bureaus have installed systems
of accounts gratuitously, where under ordinary circumstances the work
of installation would have been entrusted to public accountants.
It would thus seem that the field of the public accountant may in time
become narrower rather than broader, as has been our hope.
In this country it is a very unusual matter for a public accountant
to be appointed receiver or trustee, although in certain other countries
such appointments are confined almost exclusively to professional accountants.
In our opinion there is an imperative need for a thoroughly first-class
man to represent our Association officially, and who will be able to
carry on a continuous campaign of education along different lines, and
in a more dignified manner than is feasible where the work is entrusted to
active practitioners.
W e would call your attention to the fact that almost all of our large
and successful professional, and similar organizations, have followed this
plan, and we believe that the matter is of sufficient importance to warrant
its further consideration.
Respectfully submitted,
J. PORTER JOPLIN,
G U Y H . KENNEDY,
ROBERT H . MONTGOMERY,

Chairman.
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STATE SOCIETY REPORTS.
Report of the California Society of Certified Public Accountants,
Incorporated.
Office of the President, 306-308 Call Building.
SAN FRANCISCO, Cal., September 11, 1909.
To

THE PRESIDENT AND
ACCOUNTANTS :

MEMBERS,

AMERICAN

ASSOCIATION

OF

PUBLIC

Gentlemen: The California Society of Certified Public Accountants
has little to report of special work accomplished during the past year.
So far as organized accountancy is concerned, matters may be said at
this writing to be pretty much in status quo. Under the divided conditions existing, little for general advancement of the profession could be
accomplished. However, it may be noted that during a recent session of
our state legislature certain reforms in our accountancy law were
attempted with but partial success, the principal feature of which, and
which failed of carrying, was our united attempt to have the law
changed so that the examination for the degree would be under the
jurisdiction of the State University. The law failed of passage because
too little time remained at the time it was presented for its full consideration both by members of the legislature and by the governing body of
the university.
One thing, however, is worthy of note in the above matter, namely,
that representatives of the two rival societies met in harmonious cooperation and worked with united effort to accomplish what was desired,
thus showing that where matters of common interest came to the front
they could forget other differences. I am pleased furthermore to report
that following the above legislative action a more cordial feeling has
been engendered, which bids fair once more to unite all the Certified
Public Accountants in this state into one society.
Other reports that
will be presented to your Association at the annual meeting will set
forth more fully what may at that time have taken place in the direction
indicated.
Following the action of the Association in refusing admission to the
Southern California Society of Certified Public Accountants, our society
tendered to the Southern California members a generous offer by which
they might enjoy the privileges of the American Association through
membership in our society at a special rate of fees and dues, including
representation, by which their own local organization might be maintained without imposing any extra burden. I reget to say that our offer
was declined.
Regretting that I am unable to report more as having been done
by the California Society in the general interest of the profession, I am,
Faithfully,
JOHN R .

RUCKSTELL,

President.

Report of the Colorado Society of Certified Public Accountants,Incorporated.
OFFICE OF THE SECRETARY.

DENVER, COLO., O c t o b e r 1, 1909.
To

THE BOARD OF TRUSTEES OF T H E

AMERICAN

ASSOCIATION

OF

PUBLIC

ACCOUNTANTS :

Gentlemen: On behalf of the above society, I take great pleasure in
reporting substantial progress during the year now drawing to a close.
This has been not so much in numbers, although a substantial gain in
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this respect has been made, as in interest and appreciation of the work in
which we are engaged on the part of our membership. Doubtless a part
of this interest is due to the kind acceptance by the American Association of our invitation to hold its next annual meeting at Denver, which
has certainly had the effect to keep our members busy and on their good
behavior during the year, and we hope that the stimulus which they will
receive from their attendance at the sessions of the convention, and contact with the leaders in our profession, will prove a still greater inspiration for the future.
During the year we have gained one Fellow member, by transfer from
our Junior membership on receiving a C. P. A. certificate after passing
successfully the examination held by our State Board of Accountancy in
December last, he being the only one out of seven candidates attaining the
required average. Deducting his name from our Junior list, we have
added two more thereto, both students in the School of Commerce, Accounts and Finance of the University of Denver conducted under the
sanction of our society by one of our Fellow members as Dean and with
several of our members as instructors and occasional lecturers. We hope
to gain further Junior members from this source, the school having commenced its second year's work with all the members of the first year's
class returning and a promising number taking up the work anew. Our
Junior members rank as Associate members on the rolls of the American
Association, the total number in this class now being four.
While the Associate members of our society are not recognized as
such by your association, and we have no idea of asking for such recognition, we cannot refrain here from acknowledgment of the great encouragement and assistance which we have received throughout the whole
of our organized existence from these gentlemen. They consist mainly
of the officers in charge of the accounts of the largest business interests
of the state and as a class rank fully with our Fellow members in professional ability and standing. Without their active and earnest cooperation our society could never have attained its present success. We
bespeak for them the highest consideration on the part of all the members of the association in attendance upon the annual meeting. This
class now numbers thirty-two, a net gain of two for the year.
The reorganization of our society having been perfected, its membership classified and its code of ethics adopted before the beginning of the
present year, we have adopted the policy of leaving all purely business
matters not cared for at the annual meeting to the board of directors
and to committees appointed by it and of making the occasional meetings
of the membership, of which six have been held during the year, as
far as possible of a purely social and educational character. Naturally,
at these meetings so far this year a good part of the discussion has
turned upon the coming annual meeting of the association, but all details
of the arrangements therefor have been attended to outside of these meetings. Probably the most interesting and instructive of these was the one
held at Boulder, on the 24th of July, at which we were favored with the
attendance of and an address by former Governor Folk, of Missouri, as
well as of representatives from the Boulder Commercial Association and
from the faculty of the University of Colorado, located at that city.
Trusting that the coming annual meeting may prove the most interesting and instructive ever held by the association and that many of its
members may leave us, after as long a stay as possible, with pleasant
memories, and possibly some new ideas as to the " Wild West," I have the
honor to remain,
Very truly yours,
J. H .

Approved:
FERMOR J .

SPENCER,

President.
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Report of the Connecticut Society of Certified Public Accountants.
To

T H E BOARD OF TRUSTEES
ACCOUNTANTS :

OF THE

AMERICAN

ASSOCIATION

OF

PUBLIC

On behalf of the Connecticut Society of Certified Public Accountants
I have the honor to submit the following report at the close of the
first year of its organization.
A t the beginning of the year this Society had just organized and
made application to the American Association for membership, with
eight members. A t meetings thereafter, twelve members were added to
the list, including one associate and two honorary members.
In the
membership of this Society are five who are Society Fellows of the
American Association. This makes a total membership of 25.
The organization of the Society has been completed by the appointment
of committees for the care of the work outlined for the coming year.
There are quite a number of things to be taken up this coming year
and the Society is hoping to accomplish some good results from its
association for mutual benefits.
There have been several meetings held during the year, and at the
meeting in May, the Society was honored by the presence of Mr. Joseph
E. Sterrett, president of the American Association, who gave a pleasant
talk while at an informal dinner, and encouraged the members to press
forward and strive for great results in the future.
It is a matter of great regret that the president of this Society is, at
the last moment, prevented by illness from attending the annual meeting
in Denver next week, as he had been planning to do, and making a
personal report from Connecticut.
With best wishes that the American Association may have a pleasant
as well as a profitable meeting, I am,
Respectfully,
FREDERICK C .

MANVEL,

Secretary.
October 16, 1909.

Report of the Georgia State Association of Public Accountants.
Office of the Secretary, 1220 Empire Building.
ATLANTA, September 9, 1909.
To

THE BOARD OF TRUSTEES
ACCOUNTANTS :

OF T H E

AMERICAN

ASSOCIATION

OF

PUBLIC

Gentlemen: This Association has practically nothing to report, except
that the membership has been reduced from ten Fellows to nine.
A s our Association has so few members, and three of them live out of
Atlanta, it is difficult to get attendance at the regular quarterly meeting.
Efforts have been made, however, to increase the membership by amending our constitution and by-laws so that practically all C. P. A.'s of the
state may be eligible. W e hope this will have the desired effect.
Respectfully submitted,
JOEL
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HUNTER,

Secretary.
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Report of the Illinois Society of Certified Public Accountants.
O F F I C E OF THE SECRETARY,

801-6 Marquette Building.
CHICAGO, O c t o b e r 2, 1909.
To

T H E BOARD OF T R U S T E E S

OF T H E

AMERICAN

ASSOCIATION

OF

PUBLIC

ACCOUNTANTS :

The association's year ending on September 30, 1909, has been signally marked in the State of Illinois by the successful termination of the
first class year of the Evening School of Commerce, Accounts and Finance,
conducted under the auspices of the Northwestern University, announced
on the occasion of the last general meeting of the association.
T h e school commenced its course with 235 registered members, and
the attendance was not only well maintained throughout the term, but
actually increased, and the financial results were equally satisfactory, the
school having proved itself to be self-supporting, which was a matter of
some satisfaction to the promoters since the guarantors were therefore
not called upon for assistance.
With regard to the coming season, the prospects are most encouraging,
present indications pointing to an enrollment far beyond expectations,
and estimated to be between 400 and 500 students.
This society, which took an active part in the formation of the school,
continues to exercise a keen interest in its welfare and standards, and
in addition to having a representation in its financial and business management, two of its instructors are drawn from our ranks, Mr. Seymour
Walton continuing in charge of the advanced classes, while Mr. A . E.
Andersen is to be entrusted with the intermediate course. Moreover, by
way of lending a special incentive to those students aspiring to professional qualifications, the society has offered a competitive prize of $100.00
to the student in the intermediate class who shall gain the highest distinction during the coming course in the subjects of accounts and commercial law.
With regard to the general work of the society, an effort has been
made during the past year to extend its usefulness, not only to members
and their staffs, but also to our kindred association, the Illinois Institute
of Accountants, and to such of the public, not members of any recognized
body of accountants, who are interested generally in accounting and commercial subjects.
T h e plan adopted was to increase the number of our members' meetings from four to ten each year, the additional six meetings being devoted to the reading of papers by members or others, followed by discussion. T o three of these meetings the staffs of the members are invited, while the remaining three are thrown open to the public. T h e
scheme was not set on foot until the winter was well advanced, and consequently the most satisfactory arrangements could not then be made
for the delivery of papers by suitable lecturers; however, one very profitable evening was spent when Mr. Arthur W . Underwood, of the law firm
of Underwood & Smyser, delivered a most interesting and instructive lecture entitled "Liability for Unpaid Stock Subscriptions." T h e lecture was
followed by a keen discussion and the text of it subsequently appeared
in The Journal of Accountancy (May issue, Vol. 8, No. 1).
A Standing Committee has now been appointed for the purpose of
arranging the syllabus for the ensuing winter, and it is confidently expected that a highly instructive series of lectures and papers will be
provided.
The society, through its Legislative Committee, has kept in close touch
with the proceedings at Springfield throughout the entire session of the
Legislature, but nothing of importance having a direct bearing upon the
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profession, either beneficial or hostile, has been enacted or appears to
have been either introduced specifically or embodied in other measures.
A n attempt was made to obtain an amendment to House Bill No. 478,
as introduced, to include in its provision "Certified Public Accountants."
The bill, which was intended to declare as privileged confidential communications to certain individuals and to regulate the admission of such
communications into evidence, passed both houses, but was ultimately
vetoed by the governor.
Steps were also taken with a view to securing a revision of the "Legal
Practice Act," so as to provide that the court must refer all matters of
facts referring to accounts to certified public accountants. This movement was, however, suspended pending the matter being taken up by the
Bar Association.
During the past year the society held five meetings, and eight new
members were elected, while four have been lost, two by resignation and
two by expulsion for good cause. The membership now numbers sixtyfour regular and one honorary, and has a representation of fifty-seven in
your association.
Respectfully submitted,
W.

ERNEST

SEATREE,

President.

Report of the Kentucky Association of Public Accountants.
T o THE OFFICERS AND MEMBERS OF T H E A M E R I C A N ASSOCIATION OF P U B L I C
ACCOUNTANTS :

GENTLEMEN : We, the undersigned, attending members of the Kentucky Association of Public Accountants, beg to state that our Association has been quite inactive during the past year. That by-laws were
adopted which called for only one meeting per annum, and such meeting
to be held in January. A special meeting, however, was called for
October 4, 1909, at which a quorum failed to be present, and the president
and the secretary were out of the city both at the time of the meeting
and also at the date of our leaving home for Denver.
The following members had deposited with the treasurer their dues
for the National Association up to the date of our leaving home, namely:
Thomas E. Turner, Charles G. Harris, Enos Spencer, O. S. Meldrum,
George W . Schwartz, W . S. Parker and Thomas W . Dryden.
W e trust that others have paid, or will pay, and that the same will
be promptly remitted to the American Association.
W e feel confident that at the end of this year better conditions will
prevail in our state.
Respectfully submitted,
THOS. E . TURNER,
ENOS.

SPENCER.

Report of the Louisiana Society of Certified Public Accountants.
NEW ORLEANS, O c t o b e r 7, 1909.
To

THE BOARD OF TRUSTEES

OF T H E

AMERICAN

ASSOCIATION OF

PUBLIC

ACCOUNTANTS :

GENTLEMEN : I am pleased to report that during the past year accountancy has made great progress in our state.
A s stated in my report of last year, we have changed our charter
and revised our by-laws, making eligible to membership only holders
of C. P. A . certificates. T h e new charter changes our name to " Louisiana
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Society of Certified Public Accountants " and the Board of Trustees now
have for consideration our application for membership under the new title.
Under the new charter our membership has increased to thirty-nine
members. The regular monthly meetings are very well attended and have
proven so interesting that many of our most prominent business and
professional men often request permission to attend.
There are many holders of C. P. A. certificates not yet members of
our Society, but we have a number of applications for consideration
and ere long we expect all to be " good fellows " of the Louisiana Society.
In conclusion, I am very glad to state that the profession of accountancy
in this state is winning the confidence of the business community.
Respectfully submitted,
EMILE

BIENVENU,

President.

Report of the Maryland Association of Certified Public Accountants
of Baltimore City.
BALTIMORE, O c t o b e r 2, 1909.
T H E A M E R I C A N A S S O C I A T I O N OF P U B L I C

ACCOUNTANTS.

Gentlemen: The Maryland Association of Certified Public Accountants has added to its list of members four names during the past year:
Chas. E. Schnepfe, Howard P. Page, Miss Florence Hooper, and Miss
Elsa Doetsch. W e are pleased to show that Maryland is among the first
who can report the names of ladies having successful^ passed the State
Board examination, and having been elected to the state society.
There is nothing of special interest to report other than a general satisfaction on the part of our members of the past and prospects of future
work in the professional line.
Respectfully,
CHARLES

O.

HALL,

President.

Report of the Incorporated Public Accountants of Massachusetts
O F F I C E OF P R E S I D E N T A N D

SECRETARY,

161 Devonshire Street.
BOSTON, M A S S . , S e p t e m b e r 25,
To

THE

BOARD OF T R U S T E E S

ACCOUNTANTS

OF T H E

AMERICAN

ASSOCIATION

1909.

OF

PUBLIC

:

Dear Sirs: The past year has been one of great activity for the corporation in Massachusetts.
In enactment of a law registering public
accountants we have gained one step over previous years. T h e act as
finally passed and signed by the governor is not entirely satisfactory to
the profession, but it was the very best we could obtain at this time. The
law as it now stands, makes the bank commissioner of the commonwealth
the one to examine and pass upon the fitness of applicants for registration.
T h e bank commissioner asked for a consultation with the Executive Committee and officers of the Incorporated Public Accountants of Massachusetts, and the result of that interview was a request from the commissioner that they should name to him five accountants, three of whom
should be Fellows in good standing of the Incorporated Public Accountants of Massachusetts, and two non-members, as a board of advisors.
T h e committee recommended for the corporation Mr. Amos D. Albee,
Mr. Herbert F. French and Mr. G. Duthie Strachan, and Mr. F. T. Fuller, of New Bedford, and Mr. Edwin S. Doubleday, of Springfield. T h e
commissioner accepted these gentlemen, and they were duly appointed.
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A s the law does not take effect until October 1st, no examination or
registration under it has, of course, as yet been made.
Since the last meeting of the American Association the number of
Fellows has been increased from thirty-six to forty, three of this number
having been admitted from associates, and as you will see by the secretary's report, the membership remains as of last year, including one
honorary member.
During the past year, at the monthly meetings of the corporation,
papers have been read which have been prepared beforehand on subjects
relating to the profession and a general discussion has followed of these
papers which were very interesting and in a great many cases quite helpful.
It is the intention of the president for the coming year to carry out
the same programme, and to that end committees have been appointed for
each subsequent meeting up to the close of the year. Also, committees
were appointed to reply to these papers, and it is the intention that the
papers shall be open to discussion afterward. These papers are to remain
in the custody of the corporation and will be available for exchange. This
I believe is in line with the ideas of the Committee on Lectures, Libraries
and Bulletins of the American Association.
Respectfully,
WM.

C.

NEWELL,

President.

Report of the Michigan Association of Certified Public Accountants.
DETROIT, O c t o b e r
To

THE BOARD OF T R U S T E E S

OF T H E

AMERICAN

16,

ASSOCIATION

1909.
OF

PUBLIC

ACCOUNTANTS :

GENTLEMEN : I have the honor of submitting the following report for
the Michigan Association of Certified Public Accountants for the past
year:
W e have held nine meetings, two of which were preceded by suppers,
and concluded by the presentation of prepared papers and discussions of
the subjects thereof.
T h e remaining meetings were devoted to the adjustment of membership relations, and to the consideration and adoption of revised constitution and by-laws.
A c t i n g on the request of our Association, the Michigan State Board
of Accountancy has declined to issue certificates under the " w a i v e r
clause." During the period from the passage of the bill to within the
past year, we have refrained from taking any action in regard to the
members of our Association who had failed to qualify for a certificate,
but we have now, by the adoption of the revised constitution and bylaws, eliminated the non C. P. A.'s from the associate membership class.
W e feel that this action will have the effect of removing any obstacles
that may have stood in the way of any C. P.A.'s in the state from
joining our Association, and we hope that the coming year will show
all Michigan C. P. A.'s on our membership roll.
W e have special committees giving consideration to matters of education and reciprocal relations, and look for increased and sustained interest
in the affairs of the Association during the current year.
W i t h kind greetings to the members of the American Association, and
expressing the belief that the Denver convention will record substantial
advances in matters of general interest to the profession, I am,
Y o u r s very truly,
W.

D.

GRIDLEY, C . P .

A.

President Michigan Association of C. P. A.'s.
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Report of the Minnesota Society of Public Accountants.
To

THE BOARD OF TRUSTEES OF T H E
ACCOUNTANTS :

AMERICAN

ASSOCIATION

OF

PUBLIC

The fiscal year of this organization, which closes September 30, 1909,
has been one of more or less activity, particularly in the matter of
securing State C. P. A . legislation, and the interest manifested in educational work.
The Minnesota C. P. A . bill became a law on April 22, 1909, and in
due course, the Board of three Examiners was appointed, and they have
had several meetings preparatory to the work of organization, and have
also provided for the first examination, under provisions of the law, to
be held October 6 and 7 next following.
T h e educational work of this society during the past year has been
in the matter of co-operating as far as possible with the University of
Minnesota, Minneapolis, and also co-operating with the St. Paul Institute
of Arts and Sciences, in formulating preliminary plans for a School of
Commerce in the city of St. Paul. The matters relating to the latter
organization appear to be well in hand, and the prospects bid fair for a
successful course in accounting and auditing during the coming winter.
During the past year special lectures were delivered in St. Paul, under
the auspices of the Institute School of Commerce, by Mr. Seymour
Walton, C. P. A., Chicago, Ill.; Mr. John A . Cooper, C. P. A., Chicago,
Ill.; and Mr. Geo. E. Roberts, President of the Commercial National
Bank, Chicago.
T h e professional conditions in this state show marked improvement,
and it is believed the day is not far distant when perfect harmony in all
particulars will prevail.
During the past year, the society has added to its Fellowship members,
two of its Associates, and has also added to its membership four Associate
members, and with the inauguration of the C. P. A . law, it is believed
that the time is not far distant when the practitioners in this state will
be unified and the Minnesota Society will show a large increase in membership.
A t the last annual meeting of the society, held September 30, 1909,
it was resolved to hold regular monthly meetings for the discussion of
such subjects as might be agreed upon.
With the highest regard for the officers of the Association, and
expressing a sincere desire that the approaching annual meeting may
accomplish much good for the profession of accountancy, we are,
Respectfully,
MINNESOTA

SOCIETY OF PUBLIC

ACCOUNTANTS,

B y Herbert M. Temple, President.
St. Paul, Minnesota, October 1, 1909.

Report of the Missouri Society of Public Accountants.
ST. LOUIS, October 2, 1909.
To

THE BOARD OF TRUSTEES OF T H E

AMERICAN

ASSOCIATION

OF

PUBLIC

ACCOUNTANTS :

Gentlemen: During the past year our society has been occupied with
securing the passage of a C. P. A . law, and with directing a course in
accountancy in the City College of Law and Finance of St. Louis.
W e have finally succeeded in placing on the statutes of Missouri a law
regulating the practice of accountancy, and providing for the issuance of
a C. P. A . certificate. T h e act followed closely the model C. P. A., Board
act, drafted by the Legislative Committee of the Association.
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T h e governor has appointeed the five members of the Board of Accountancy, three being members of the Missouri Society.
The Missouri Society of Certified Public Accountants has been incorporated, and is now organized. T h e officers elected w e r e : H. T . Westermann, president; Francis A . Wright, vice-president; David L. Gray,
secretary; and R. W . Boisselier, treasurer.
Our society has given the City College of Law and Finance strong
support in the course of accountancy. General interest is being manifested in this course by prospective students, and the indications are that
the school will be well attended this year.
Our society plans to accomplish considerable next year along educational lines, but definite plans have not yet been made.
Very truly yours,
H. T.

WESTERMANN.

President.

Report of the Society of Certified Public Accountants of the State of
New Jersey.
NEWARK, O c t o b e r
To

T H E BOARD OF TRUSTEES
ACCOUNTANTS :

OF T H E

AMERICAN

12, 1909.

ASSOCIATION

OF

PUBLIC

GENTLEMEN : While we have nothing very important to report for
the year ended September 30, 1909, we are pleased to be able to say that
we have made a very substantial progress along the line of more activity
and interest, on the part of the membership of our Society.
During the year we have had one of the most helpful meetings that
we have held during my connection with the Society, as at our regular
April meeting we started a " round table " on the " Future Possibilities
of the Profession of Accountancy," led by Mr. Henry C. Magee of
Camden.
A f t e r the talk by Mr. Magee, every member present had something
to say, and the result was that great good was accomplished and every
one present at that meeting left with the feeling that he had received
some help.
W e are about to adopt a change in our constitution and by-laws that
will provide for regular monthly meetings, instead of only three meetings
each year. It is our purpose, at each monthly meeting, to invite some
member of the profession to address us on topics requiring special thought
and action, from time to time, and we look forward to a very enjoyable
year in 1910, as a result of this action.
W e are planning definitely to take up the work along educational lines,
and our committee for this purpose is laying out quite a campaign for
the coming winter and spring, and we are quite sure that at the next
convention of the American Association we will be able to report progress,
indicating marked activity on the part of this Society along several different lines.
It is our purpose to invite during the coming year a number of the
more prominent members of your body to meet with us and address us,
and we trust that the several members invited will feel that it is their
duty to aid us by meeting with us, and if we cannot help them w e do
know that their attendance will very materially help us, and we therefore
confidently expect the ones invited to make an effort to accept our invitations.
Thanking you for your kind attention I have the honor to remain,
V e r y respectfully,
E . E . GANO,

President.

105

American

Association

Year-Book.

The New York State Society of Certified Public Accountants.
To

T H E A M E R I C A N ASSOCIATION OF P U B L I C A C C O U N T A N T S :

On behalf of the New Y o r k State Society of Certified Public Accountants, it becomes our pleasant duty to report upon matters of general
interest which have transpired during the past year, some of which
matters are in a condition of initiation, and others have assumed more
definite shape. A l l are in an active condition, and more or less crystallized.
LEGISLATION.

N o adverse legislation occurred during the last session, nor were
such general bills as were presented of such a character as to render
it practicable to obtain special recognition of the profession by the suggestion of amendments. It has become the sense of the Society that
sporadic attempts to obtain recognition by proffering amendments to bills
affecting corporation interests, and the like, are of little avail, and that
a more systematic method should be adopted of educating the public
and its legislative representatives so that proper appreciation will be
accorded to the benefits derivable from the services of the public accountant. T h e society, on recommendation of its Committee on Legislation,
of which Mr. E. W . Sells is chairman, decided on the policy of submitting
to the legislature amendments to the Code of Civic Procedure, to the
end that the accountant may regularly be authorized and empowered to
perform his part publicly in the practice of his profession, in that particular sphere where now, in the bulk of instances, he is only known incidentally or privately, and his valuable and essential services do not appear
upon the surface. In addition there are many conditions in matters of
legislation, arbitration, and adjustment of propositions of business
moment, where the direct employment through the courts of the certified
public accountant would be beneficial, by shortening the process of litigation, dispensing with the taking of much oral testimony and the arduous
task of accounting by question and answer in court, with its accompanying
disadvantages and uncertainty of correct and equitable results; in short,
the public accountants' services may be employed usefully in an official
capacity in many ways without detriment to, or conflict with the interests
of any other related profession, but on the contrary, be helpful to it,
and beneficial to the public at large, and, in a modest way, to the courts
and their agents. The society will probably cause to be presented to the
next legislature a number of bills having for their purpose the objects
mentioned.
PROFESSIONAL

EDUCATION.

T h e profession in this state is probably to be congratulated in possessing as great, if not greater, facilities for professional training than many
other states, especially as the standards are maintained, fostered and
safeguarded by the controlling educational body of the state, the Regents
of the University of the State of New York, and under the direct and
careful supervision of the State Commissioner of Education, Dr. A . S.
Draper, an educator of great distinction, and held in high esteem by the
profession in this state. However, great though the facilities are for
those able to enjoy them, they are capable of healthy expansion. It has
fallen to the lot of this society to evolve and present a new plan of popular educational and professional extension. T h e movement is the work
of the Committee on Furtherance of the objects of the society, of which
Mr. E. L. Suffern is chairman. Many persons of excellent education,
acute minds, possessing the business and alert characteristics and sagacity
which should be found in the makeup of every public accountant, enthusiastic in the contemplation of the scope and possibilities of the profession,
and desirous of entering its ranks, are, by environment or location,
remote from the great metropolis, or other center, unable to get in touch
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with the profession and its practitioners. T h e society, with these facts
and conditions in mind, and with the further object of increasing and
bettering the ranks of the profession by induction and infusion of new
blood, has incorporated The Auxiliary Guild of the New Y o r k State
Society of Certified Public Accountants. The objects of the incorporation
are set forth as follows:
" T o promote interest in the science of accountancy, its principles,
ethics, standards of definitions; to foster and facilitate under the guidance of the New Y o r k State Society of Certified Public Accountants,
the establishment of local guilds or subsidiary chapters in the various
cities and political divisions of the State of New Y o r k for the furtherance
of the aforesaid purposes."
T h e establishment of these chapters or branches, it is believed, will
attract and create in many communities, the nucleus and sinews, so to
speak, of the future profession. Direction as to useful study lines from
the head-centre, and lectures by professional and business representatives,
interchange of views and knowledge by means of debate, precept and
example, will, it is believed, attract a high grade of aspirants, and create
a widespread interest in the accounting profession over the entire state,
where now adequate opportunities for contact and facilities for the student or aspirant are only to be found in one or two centres for academic
or practical study and research. T h e society realizes fully that if the
profession in this state was called upon to perform all the public service
and functions and duties that should properly belong to it, the number
in practice or employed by practitioners would fall heavily short of such
a demand. It is evident that the professional body is too small to fill
the sphere which it lays claim to occupy, and increase in numbers will
logically tend towards the greater importance of the profession in the
eyes of the discerning public, and its more regular and general availability
and use by the business community.
ETHICS.

The society has frequently presented to it instances of where the
bounds of professional etiquette and practice are transcended, and in such
cases, it aims by wise measures of correctionary character to purify the
situation. Other professions have taken action along similar lines, and
only at the last session of the legislature, measures were passed and
became law, to preclude practice in the legal profession under an " incorporation." The society has now under consideration by its Committee on
Ethics, of which Mr. John R. Loomis is chairman, the subject of " T h e
Incorporated Accountant," and while the report of the committee in
charge has not been made public at this writing, it is believed that the
popular feeling in the society deprecates the practice of accounting by and
through a corporation. T h e degree of Certified Public Accountant in this
state is purely educational and professional, and emphatically speaking,
is not a mere license to perform under regulation and restriction, the
operative functions peculiar to some branch of service needed by the
public, as in the case of a trade, some of which are under governmental
control, supervision and regulation.
GENERAL.

The foregoing items illustrate some of the principal matters which
the society has had under advisement, although it should be stated that
subjects of professional interest have been presented by many able lecturers from time to time, and fruitful discussion has resulted therefrom.
Respectfully submitted,
HENRY

R.

M.

COOK,,

President.
SAM'L

New York, September 3, 1909.
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The Ohio Society of Certified Public Accountants.
To

THE BOARD OF T R U S T E E S
ACCOUNTANTS :

OF T H E

AMERICAN

ASSOCIATION

OF

PUBLIC

On behalf of the Ohio Society of Certified Public Accountants, I have
the honor to submit the following report:
The Ohio State Society of Public Accountants has within the current
year become the Ohio Society of Certified Public Accountants and has
doubled its membership. Our membership one year ago was thirty-four
Fellows and twenty-six Associates, and according to our present report
now consists of sixty-six Fellows and sixteen Associates, some of our
Associates having become Fellows by reason of having passed the C. P. A .
examinations.
The first year of the administration of the Ohio C. P. A. law has been
principally on account of its broad provisions, a year filled with many
problems of vital concern to the profession and, I regret to say, has
brought about some apparent discontent and alleged discrimination. One
hundred and fifty-six applications have been filed for the degree of
C. P. A . by residents of states from coast to coast, of which ninety-three
certificates as Certified Public Accountants have been issued.
A s our law applies to any citizen of the United States and is not
confined to residents of the state, as provided in most other C. P. A
laws, difficulty has been found in this respect in dealing with applicants
at long range. It may well be noted that our law practically reopened
the waiver clause of every state having similar law, and relative to this
provision the board adopted the following resolution:
"Resolved,
That this board does not feel justified in furnishing application blanks to or receiving and considering applications from persons
not residents of Ohio, but who are residents of states wherein a C. P. A .
law is in effect, unless such person has received the title or degree of
Certified Public Accountant (or its equivalent) or can furnish this board
with satisfactory reasons for not applying to and receiving such title or
degree in the state wherein he is a resident."
which action we believe will be approved by all persons who carefully
consider its far-reaching effect. Notices of impending mandamus proceedings, however, have been brought to our attention from the states
of New Y o r k and New Jersey.
I regret that I have to report that two mandamus proceedings have
been filed against the State Board of Accountancy by applicants who,
after a careful investigation and consideration by the board, had been
refused certificates under the waiver clause, the principal reason for
such refusal being that the board was not satisfied that the statements
contained in such applications were true; and furthermore, for the reason
that, so far as could be ascertained from all information available, neither
of the applicants has been engaged for three years in the practice of
the profession of public accounting, as required by statute.
It was hoped that, in the event of what might be termed a " f r i e n d l y "
suit, a decision might be obtained from the courts defining the term
public accountant, but the present suits have resulted in unwarranted and
unreasonable attempts to coerce the board into issuing certificates in direct
violation of the statute. It is to be regretted that these suits were filed
by Associates of this Association, in the employ of and aided and abetted
by Fellows of the American Association of Public Accountants and of
the Ohio Society of Certified Public Accountants.
It seems plain that the plaintiffs and others are intent on resorting
to any means, either fair or foul, to gain the ends which they have set
about to attain. They have threatened to attack the constitutionality of
the l a w ; to make an effort to secure its repeal; in a legal proceeding
have charged the members of the board with every offense of which men
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in this position could be guilty, and finally, through their attorneys, have
served notice that they would apply for a receiver of the Ohio Society
and enjoin the payment of attorneys' fees.
The Ohio Society of Certified Public Accountants has retained counsel
to represent its interests in these proceedings, and it is the intention
that these suits, if decided against the board, be carried to the Supreme
Court of Ohio for final adjudication.
A t the beginning of the administration of the law in this state, one
of the first and most important matters which engaged the attention of
the board was to define the term "public accountant." A f t e r careful consideration, the definition finally adopted is as follows:
" A public accountant is a person skilled in the affairs of commerce
and finance, and particularly in the accounts relating thereto, who places
his services at the disposal of the community for remuneration and maintains an office for the transaction of such business; whose time, during
the ordinary hours of business is not entirely under the control of any
one individual, firm or corporation."
A f t e r corresponding with a number of leading accountants all over
the United States as to this definition and receiving responses for and
against the definition adopted by the board, the question was carried to
a convention of C. P. A . examiners held at Atlantic City, in October,
1908, where the following definition was adopted:
" A public accountant is a person skilled in the affairs of commerce
and finance, and particularly in the accounts relating thereto, who places
his services at the disposal of the community for remuneration, but not
entirely at the disposal of any one individual, firm or corporation; and
who maintains an office or place at which his services may be engaged?"
The Attorney General of Ohio, in response to an inquiry of the board,
defines a public accountant as follows:
" A person skilled in accounting; who is engaged in the business of
examining and auditing the accounts of the general public; who applies
his skill to the affairs of the community and to the books of any person,
firm or corporation, that may submit the books for accounting, is 'practicing
the profession of public accounting.' He may or may not work for an
accounting firm or be a member thereof."
These definitions, and all procurable evidence which might affect the
cases now pending, are before the court, and its decision is awaited with
interest.
This decision will be one of much importance to the profession in
the United States in that the term " public accountant" will probably
be defined by the courts and we understand there is no precedent in the
United States wherein the meaning of this term has been judicially determined.
T h e reorganization of the Society and the change of name to the
Society of Certified Public Accountants marks an epoch in its history and
begins a new era which will be devoted to development along professional
lines and which we believe will result in a firm establishment of the
profession of accountancy in the State of Ohio.
J. H .

KAUFFMAN,

President.

The Oregon State Society of Public Accountants.
OFFICE OF THE SECRETARY,

224 Worcester Block.
PORTLAND, Oregon, September 28, 1909.

To

THE

BOARD

OF

TRUSTEES,

THE

AMERICAN

ACCOUNTANTS :

Gentlemen:

ASSOCIATION

OF

PUBLIC

This society desires to report that we have reached the
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date of our first anniversary, having been organized just one year ago
to-day.
W e organized with eight members, lost one during the year, and
gained two, our total active membership this date is nine, all of Portland.
During the past year we made an effort to have the Oregon State
Legislature pass an act creating a State Board of Accountancy, but failed.
The society has held nine monthly meetings during the year and
usually has had an interesting paper read by one of the members at each
meeting. These papers have been published in the Chamber of Commerce
Bulletin for the benefit of the business public.
W e had hoped on account of the Alaska-Yukon-Pacific Exposition
to be favored by a visit from many of our honored eastern brothers, but
only two so far as known reached Portland, A . Lowes Dickinson, of
Illinois, and J. S. M. Goodloe, of Ohio.
Gentlemen, more of you ought to see this fair city of the Pacific coast.
Respectfully,
W.

Attest:
Arthur Berridge,

R.

MACKENZIE,

President.
Secretary.

Report of the Pennsylvania Institute of Certified Public Accounts.
OFFICE OF THE

PRESIDENT,

907-910 Betz Building.
PHILADELPHIA, September 29, 1909.
To

THE

BOARD OF T R U S T E E S

OF T H E

AMERICAN

ASSOCIATION

OF

PUBLIC

ACCOUNTANTS :

Gentlemen: T h e Pennsylvania Institute of Certified Public Accountants is concluding a year of general activity. New members have been
elected to active membership. Throughout the winter months meetings
were held monthly at which papers were read by members of the institute,
followed by a discussion participated in generally.
Pennsylvania continues her interest in educational matters, as will be shown by the report
of the Committee on Education of the American Association.
Pennsylvania has a most pleasant recollection of the social activities
of the convention held in Atlantic City, and feels honored in contributing
her part to the success of that occasion.
Our Meetings Committee has planned for a series of meetings during
the ensuing year similar to last season.
Yours very truly,
JAS. W H I T A K E R

FERNLEY,

President.

Report of the Tennessee Society of Public Accountants, Incorporated.
MEMPHIS, Tenn., October 2, 1909.
M R . T . C U L L E N ROBERTS, N e w Y o r k , N .

Y.

Dear sir: I forward to you to-day report of the Tennessee Society of
Public Accountants for past year, and result of our election of representative and alternate for Denver meet.
T h e call for this election was made for September 18, 1909, but we
had no quorum, and adjourned for one week and no quorum, and by hard
work I got the necessary members together, and held the meeting.
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I trust my report will be all that you want. Credentials will be issued
to our representative and alternate.
While our society has had some friction, we have made progress, and
good feeling is restored. W e have again failed to have enacted a C. P. A .
law because of unsettled differences at the time our bill was before the
General Assembly of Tennessee. N o w we must wait two years before we
can try again.
Our society is short one member of Fellows to allow us two representatives, which we hope to overcome in 1910. W e are too young as a
society and too small to do much in educational lines yet, but we are
discussing the matter and coming nearer and nearer each time to a plan.
Y o u must accept this letter as my report of our doings for this year.
V e r y truly,
W.

T.

WATSON,

Secretay to T. S. P. A .
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Report of the Washington Society of Certified Public Accountants.
SEATTLE, Wash., October 8, 1909.

THE

AMERICAN

ASSOCIATION OF P U B L I C A C C O U N T A N T S :

GENTLEMEN : On behalf of the Washington Society of Certified Public
Accountants I beg to submit the following report:
During the past year there has been a slight increase in our numerical
strength, and we believe that the year just opened will see some further
and valuable additions to our membership.
Our state is, in a commercial sense, comparatively new, but it is now
assuming an important position, and the pioneer work done in the field of
accountancy in years past by the senior members of our fraternity is
beginning to bear fruit. The volume of accountancy business is increasing
to a gratifying extent, and while it is not yet, by any means, so large as
some of us would like, it compares very favorably with conditions of three
or four years ago.
In the last State Legislature a bill was introduced by the County Auditors Association to compel the adoption by cities and counties of uniform
systems of accounting, and to provide for an annual examination of the
accounts of those bodies after the systems had been installed. The proposed law was to be administered by a new department of the State Auditors' office to be known as the Bureau of Inspection and Supervision of
Public Officers.
Finding that no technical qualifications were provided in the bill for the
officers of the Bureau, our society endeavored to introduce a clause providing that those officers should be either certified public accountants or
bona fide public accountants who had been practicing as such within the
state for a certain number of years. The opposition to this in political
circles was, however, so strong that our efforts were in vain, and the bill
passed virtually as drawn. It remains to be seen how the measure will
work out.
Our C. P. A . law badly needs revision, but the society has decided
to wait until it is possessed of more political and numerical strength before
attempting amendment.
Respectfully submitted,
E. G.

SHORROCK,

For the President.

American
THE

Association

Year-Book.

AMERICAN ASSOCIATION OF PUBLIC ACCOUNTANTS.
Balance Sheet, September 30, 1909.

Cash:

ASSETS.

In bank
Petty cash :
Secretary
Treasurer

$1,638.53
50.00
25.00
$1,713,53
205.00

Membership dues, 1909
Total

$1,918.53
LIABILITIES.

Membership dues paid in advance
Accumulated f u n d s :
Balance at October 1, 1908
Deficit shown in Income Account for year

$65.00
$2,110.95
257.42

Balance September 30, 1909

$1,853.53

Total

$1,918.53

INCOME ACCOUNT FOR T H E YEAR ENDING SEPTEMBER

30,

1909.

Members d u e s :
State societies
F e l l o w s at L a r g e
Associates at L a r g e

REVENUES.

$2,650.03
960.00
147.50

Initiation fees, Associates
Interest on bank balances
Deficit
Total

$3,757.53
40.00
52.79
257.42
$4,107.74

EXPENDITURES.

Salary of secretary
Secretary's expenses at annual meeting
Stationery and printing
Postage, express and telegrams
Annual meeting, 1909
Y e a r - B o o k , 1908, cost
Less subscriptions
Journal of Accountancy
Committee on C o n c i l i a t i o n . . . .
Expenses of Executive Committee
Expenses of Legislative Committee

$1,200.00
861.75

$900.00
250.00
447.10
257.89
400.00
338.25
500.00
150.00
43.50
12.30

$3,299.04
Expenses of Auditor, 1908
75.00
Sundry expenses of 1907-8 paid during the current year 573.70
Dues charged during former years written off as uncollectible
160.00
808.70
Total

$4,107.74
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Annual Banquet.
The annual banquet was held in the Shirley Hotel, Denver, on W e d nesday evening, October 20, 1909. The President introduced the Hon.
Charles S. Thomas, ex-Governor of Colorado, who acted as toastmaster.
THE PRESIDENT: Those of us who labor under the misfortune of
living outside the confines of the State of Colorado have, I am sure, been
impressed with the beauties of this city, with its splendid buildings, handsome homes, and with the beautiful range of mountains in the background.
But all this, it seems to me, must fade into comparative insignificance
when contrasted with the pleasure we have derived through the hospitality
of the men, and especially the ladies, of this city and state. (Applause.)
Since we came here they have been untiring in their efforts for our comfort and entertainment. It has been one continual round of luncheons,
automobile rides, country clubs, and everything else that would tend to
make our stay pleasant. W e have been welcomed by the Governor and
by a representative of the City, and if any one of us has failed to have
a thoroughly good time it is certainly his own fault.
Like those of old, our friends of the Committee on Arrangements have
saved the best until the last, and have brought here to-night a distinguished
citizen of this state, a lawyer of national reputation, and an ex-governor
of the state, who will act as toastmaster for us to-night. I take much
pleasure in introducing to you as the toastmaster of the evening exGovernor Charles S. Thomas. (Applause.)
HON. CHARLES S. THOMAS : Mr. Chairman, and ladies and gentlemen,
I want to assure you that the honor which has been bestowed upon me
by the National Association of Figureheads (laughter) is not only an
unusual one, but one which I appreciate from the bottom of my heart.
Conventions in Denver are becoming the usual thing, and the hospitality
which your chairman has referred to has consequently become a habit
with the citizens of Denver. Indeed you have not only been welcomed
by the governor and by the representatives and officials of the city, but I
understand that a most especial welcome was extended to your president
by the B. P. O. E. now in session down at the auditorium. I do not know
what the occasion of the gentleman's visit to the Elks' fair was, but I
understand that for some reason this habitual hospitality seemed to have
offered an occasion for an exception. A s soon, however, as it was ascertained that your president was from Philadelphia it occurred to the gentlemen down there what an absurdity was involved in the idea that a
man from Philadelphia could do anything in Denver that would subject
himself to arrest. (Laughter.)
I heard some time ago of a gentleman from Philadelphia who was in
Paris, and he was given a most elaborate luncheon, and, among other
things, they had snails as one of their courses. That course was a
delicious one. T h e Philadelphian said, " This is one of the most delicious
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lunches I ever ate, and there is something unique in this particular course."
Said his entertainer, " Don't you have snails in Philadelphia ? " " Oh, yes,"
he said, " b u t we can't catch ' e m ! "
(Laughter.)
But it is a good thing in this country to have gentlemen from Philadelphia come out to Colorado, and I understand from our distinguished
friend that this is his first visit here. I hope it will not be his last.
Generally when people come to Colorado they come again. I came early,
and couldn't get away, so I have been here ever since.
When I first came to Colorado, in 1871, I was told that it was a dry
country. I struck an old '59er shortly after I had gotten here, and I said,
" Doesn't it ever rain in this country ? " " Rain here ? " he said, " Young
fellow, we have got bullfrogs here five years old that have never,'' yet
learned to swim! " (Laughter.) Conditions, however, have changed, and
now we have so much moisture that we have become one of the great
agricultural states of the Union.
Y o u did not select me, however, for this post expecting to hear a
speech on Colorado. I understand that my province is to introduce the
gentlemen who are to address you and whose names are upon the program. I have no doubt they will speak upon the subject of accounting,
because accounting seems to be, insofar as this gathering is concerned, the
specific subject which brought you here. W e begin life with accounting,
and we end it with accounting, and according to biblical statement we
must render an accounting hereafter—some of us at least.
(Laughter.)
I had an old friend here once, a Catholic priest, Father McDavid, who
told me this story, which seems to be somewhat appropriate. In his youth
he was in a parish in Ireland, and on one occasion he preached on the subject of the resurrection. The next day one of his old parishioners met him
while he was taking a walk, and he said, "Father McDavid, I heard your
sermon, sir, on the resurrection, and about the Judgment Day, and the
gathering of all the people in the valley of Jehoshaphat." " Well, what
was there remarkable about t h a t ? " said the father. " W e l l , " he said,
" I do not know how we are going to get all the men and women who ever
lived and are living in the valley of Jehoshaphat." " Oh, well," said the
priest, " t h a t is in Holy Writ, ' I will gather all nations and will bring them
down into the valley of Jehoshaphat,' and there is no question that that
will be the condition on the day of judgment, that the quick and the dead
will be gathered together to be judged and give an accounting of their
deeds." " Well," said the old man, " do you think Oliver Cromwell will
be there ? " " Oh, yes," said the priest, " Oliver Cromwell, the great Oliver,
will then simply be upon an equality with all other men and women."
" W e l l , " he said, " y o u r reverence, do you think Shayne O'Neill will be
there ? " " Oh yes, Shayne O'Neill will be there, too, to give an accounting
of his deeds in the body; but what of t h a t ? " " W e l l , " he said, " b e g g i n g
your pardon, your reverence, it strikes me if Oliver Cromwell is going to
be there and Shayne O'Neill is going to be there, there would be domned
little accounting the first day." (Laughter.)
T h e first speaker of the evening is a gentleman who has risen—or
perhaps you may say he has descended, I do not k n o w — f r o m the position
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of accounting to another and different sphere in life. H e is one of our
most prominent, deservedly popular, capable and respected citizens. H e
took to mathematics from his cradle like a duck to water. And shortly
after he was given his first job he prepared an elaborate sheet, and at the
end of it he put the mystical letters, " E. & O. E."
His employer asked
him exactly what that meant. H e said, " That is Extravagance and Ornaments Exaggerated." (Laughter.) And he was at once promoted. H e
has always been noted for precision and accuracy. In passing, let me say
that I am telling about these speakers what has been given to me by their
friends. It may be that the frame-up is upon myself and not upon them,
and if so I do not want them to hold me responsible. But I have been
told that this gentleman at one time took to journalism, and this habit
of precision followed him there, so that upon one occasion, the issue being
somewhat crowded, the following appeared upon the first page of the
paper: " Owing to the overcrowded condition of our columns, a number
of births and deaths are unavoidably postponed until next week."
(Laughter.)
The continued ascendency in business life of our distinguished fellow
citizen, Mr. Parker, is a matter of just pride to every citizen of the State
of Colorado, and of every citizen of Denver in particular, and the fact
that he is a member of your Association, at one time a president of it,
only adds to the dignity and the prominence of this gentleman. It gives
me pleasure to introduce Mr. A . Dupont Parker, who will speak to you
upon the subject of " A c c o u n t i n g as a Stepping Stone to Executive W o r k . "
(Applause.)

Accounting as a Steppingstone to Executive Work.
MR.

A.

DUPONT

PARKER.

Mr. Toastmaster, Mr. President, gentlemen of the American Association of Public Accountants, and ladies. I have heard the toastmaster e x press himself as saying that I am accurate. I wish he were.
(Laughter.)
I never resorted to journalism; I was never president of this Association. The association of which I was president at one time was the
Accounting Association of Railway Officers; but not this one. I came in
late to the city this evening, and one of your representatives living in
Denver called me up by telephone and asked me if I was coming. I told
him yes, and coming as fast as I could. I feel very much like the man
who went into the apothecary store and asked for talcum powder, and the
drug clerk said, " Mennen's? " He says, " No, women's." And so I have
come here to-night feeling that I wanted to speak on certain subjects of
accountancy, and I have wondered really whether the ladies are mathematicians as well as the men. Y o u will remember perhaps in reading
" Mr. D o o l e y " a little while ago when he was saying how excellent the
Hebrew was as against the Irishman, that he went to Miss Cassidy's
school, and there found when he tried to test the Irishman and see
whether he was good at figures, and asked how much 3 and 8 were,
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and a little Irish boy immediately began with a pencil to figure it out,
while the little Hebrew boy was snapping his finger right off, and he could
give at once as 11. But Mr. Dooley observed that while the Hebrew was
pretty good at figures he was very bad at history for when he asked him
who fought the battle of Bunker Hill and won, he said, " Kuhn, Loeb &
Company."
(Laughter.)
Now, I am not going to talk about Kuhn,
Loeb & Company, or about any banker or about any accountant whatever,
for I see in you gentlemen more perhaps than you think I see. The time
was when the auditor or the accountant was considered by the public as
well as by his employer nothing but a bookkeeper. Thank God that time
has gone. (Applause.) When I interview an accountant to-day I do not
expect him to give me simply a balance sheet. I expect him to tell me
certain things, and define them in units, so that I can get the expenses;
no matter what the corporation may be in which I am interested, I want
the unit of cost in order that I may determine what outlay I may make.
A n d I will turn to the accountant every time to get me that rather than a
practical man. A n d I will tell you why. I do not mean to say that I
do not consider accountants practical, but I mean in certain technical
lines. T h e reason I do is because I stand before a man who has no axe
to grind. (Applause). I do not know of any position in life, gentlemen,
that is more enviable than the man who can come right down before his
fellow men and say, " I can call a spade a spade, and it makes no difference to m e ; I am honest and decent." (Applause.) A n d it is for that
reason more than any other that I take pleasure in standing before men
who are good citizens, who mind their business, and walk uprightly in all
the paths of life. That I say is the chief characteristic of the accountant.
N o w you may wonder why I say that it is a stepping stone to other
work. It is because to-day in corporations or in any work, whatever it
may be, the tendency and the trend is to throw aside graft and look at
things honorably and decently and build up in that way, and when a
man does that in his executive work he is standing for righteousness
and decency in a community, and the corporation which he represents is
for that reason very much better off. (Applause.)
Let me speak for a few momentes of the characteristics which I think
make up not only the accountant, but make up the executive man.
In
the first place, you are skilled to have keen perception. There are men
and there are women who pick up books and they turn over the pages as
rapidly as possible, and yet you know before they get through that they are
taking in almost everything that is in that book. There are men and
women who look on the canvas and as they see the little lines can g o
away and describe whatever is there, because they have keen perception.
There are others, who, when they take up things and look at them, will
absolutely miss the point. I knew a man one time who traveled in Europe,
and stood in front of that tremendous volcano, Vesuvius, while it was
pouring out lava, and doing the tremendous works of the author of life
and of the world. A t the sight he broke out and said, " I think that lava
would make mighty good ballast." (Laughter.) That man had no perception. He missed the point. And as you go along in life and in your
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work, you must have keen perception. Then again, the accountant must
omit nothing. Trifles make up this world after all, and it is not doing
great things that make a man, but it is doing the little things in a great
way. Each one of you as you study the accounts that you are called upon
to examine and to certify, you must omit nothing.
A n d beyond that, you must have wise decision. Wise decision comes
largely from experience. There is no man in the world who, if he is
going to make anything of life must not value consequences. And as you
value consequences you will have wise decision. Y o u are doing important
work when you make examinations of corporations, wherever they may
be, and whatever may be in them you must have a certain amount of
wise decision. These characteristics are essential for anyone, no matter
whether he be an accountant, no matter whether he be the executive officer
or any other officer of a corporation. But every one of them fails unless
he has good sense and concentration.
Y o u will remember, perhaps, the story of the new American cruiser
at the opening of the Kiel canal, when the German Emperor turned to the
commander and said, " I understand that you train your officers and your
men so that they may be ready for action in three minutes." H e said
"Yes." T h e emperor said, " I should like to see that, because I should
consider it an exhibition of tremendous concentration." The order was
given, and in less than three minutes the boat was absolutely cleared and
ready for action. It was nothing but concentration and earnestness of
purpose. That is all it was, and it is what you must have in your work,
and when you come to be an executive man, if you do that, or wish to do
that, you are convinced that that is one of the most important elements
there is to success in such a position.
But let me say another word. I think there are a great many people
who wish to hasten and get along too fast. Some people develop slowly.
I like that Latin adage, festina lente—hasten
slowly.
It means a
great deal more than we think at first. Hasten slowly. There are times
of preparation for every one of us. I do not care whether we have gray
hair, as I have, or whether we are young. W e need this preparation. W e
have to think, because we are not automatons, any of us, and we are
obliged to think. W e need the days of preparation.
When I was a boy, I remember in my father's library a little motto
carved on the mantelpiece. It was two Latin words taken from Horace,
" Pluck the Day " ; consider the opportunity. It is for you and me to take
that motto home; to consider the opportunity—to pluck the day.
A little while ago a man was talking, and a small boy was outside
waiting for someone inside, and another person came along and said:
" Is that speaker through ? " T h e small boy said: " W h y , he was through
long ago, but he does not know it." (Laughter). Gentlemen, I know it.
(Applause.)
TOASTMASTER THOMAS: I have no doubt that you observed in the
opening sentences of Mr. Parker's speech, a criticism which betrays the
fact that the frame-up is on me, and not upon the speaker. I wasn't very
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accurate, it seems. I will see some of those gentlemen after the meeting
is over. Meantime, it is absolutely necessary, because I made a mistake,
for me to apologize to this Association, the newspaper fraternity, and to
Mr. Parker. T h e motto to which the speaker last called attention, in
some sections of this country is not only observed literally but more than
literally. Sometimes some of our friends not only pluck the day, but
pluck everybody else. (Laughter.) There is no personal reflection, however, intended in that remark, as present company is always excepted.
(Laughter.)
Now, if I get off as badly with the next speaker as I did with Mr.
Parker, the chances are that I will have to stand sidewise to escape being
hit. But then the next speaker lives so far away from Denver that I can
afford to take more chances. There won't be any come-back in the immediate future at least. I am told that on one occasion the gentleman from
Boston who will address you, in apologizing for some of the mistakes of
His past, declared that his life had not been free from error, that there
were many things he would like to rectify if he could go back and do it,
but he said, " Y o u do not know with what joy and confidence I look forward to my spotless future." (Laughter.) Now, those who organized
the Colorado Society of Public Accountants know too much about it.
They do not want to tell everything they know, as they might tell some
things unintentionally that could not very well be rectified. But you can
go to Boston and get a man there to give you the history of the origin of
of the Colorado Society of Public Accountants and take no chances. A s
a consequence, Mr. Chase, of Boston, has been selected to respond to
that subject. (Applause.)

The Origin of the Colorado Society of P. A .
Mr. Harvey S. Chase.
M R . T O A S T M A S T E R , L A D I E S AND M E M B E R S OF T H E A S S O C I A T I O N :

I

have

been requested by the Banquet Committee to make to you a brief statement of the way in which the Colorado Society of Public Accountants
originated. It happened in this w a y : T h e Federation of Societies of
Public Accountants in the United States of America of beloved memory,
now deceased, was very much engaged during the latter part of the year
1903 in organizing, or preparing for the organization, of State Societies of
Public Accountants.
It happened that the speaker was a member of the executive committee
at that peroid and was engaged on professional work in Denver at the
time when the charter of the City of Denver was in process of creation
by a Commission established for that purpose under the laws of Colorado.
Knowing of my trip to Colorado, I had been requested by the secretary
and members of the executive committee to make myself known to the
public accountants of this region, and to establish, if possible, a nucleus
for a future society of accountants. I had previously but few acquaintances among the accountants of Denver, one being Mr. W . E. Humphreys,
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and therefore in December, 1903, I called at his office and consulted with
him and with Mr. Alexander E. Fowlie, and we three then conferred
with Mr. Fermor J. Spencer: The matter having been threshed over
sufficiently a list of prominent public accountants of the state was made
out, a letter was drafted and invitations were issued to the gentlemen on
this list to meet at the Brown Palace Hotel on January 2, 1904. This
letter reads as follows:
" The Federation of Public Accountants Societies of the United States,
through its Secretary, Mr. George Wilkinson, 52 Broadway, New York,
has requested me to call a meeting of the reputable public accountants of
Denver for the purpose of forming a nucleus for a state society of
public accountants. Y o u are therefore invited to attend such a meeting
at four o'clock P. M., at the Brown Palace Hotel, on Saturday, January
2, 1904.
A t that time the letter of the Secretary of the Federation
will be read and the standard forms for By-Laws, etc., will be exhibited.
I sincerely trust that you will be able to attend this meeting and assist
in the organization of a state society for the elevation of the profession of
public accountancy in this state.
On January 2nd the following gentlemen met: Mr. Humphreys, Mr.
Fowlie, Mr. Spencer, Mr. Arthur, Mr. Pitcaithly, Mr. Schawanbeck,
Mr. Tuttle, and the present speaker.
A f t e r an informal discussion the meeting was organized by the election
of Mr. Fermor J. Spencer as Temporary Chairman, and Mr. F. E. Arthur
as Secretary. It was voted that the sense of the meeting be that a State
Association of Public Accountants should be formed, a committee of three
was appointed to suggest names of persons eligible for charter membership. Mr. W . C. Austin, Mr. A . E. Fowlie and Mr. W . E. Humphreys
were appointed on this committee. Soon after, the committee sent letters
to the gentlemen included on their list, and on January 9, 1904, a second
meeting was held at the Brown Palace Hotel, attended by sixteen gentlemen. Mr. Spencer acted as chairman, and Mr. Fowlie as Secretary pro
tem. A committee of five was selected by ballot to prepare by-laws, and
the meeting adjourned to January 23, on which date the meeting re-convened, and the report of the committee of five was received, a constitution
and by-laws were discussed, and in subsequent meetings the organization
of the society was completed.
Subsequently the society made application to the Federation for
admission as one of its constituent societies, and was duly received, and
the amalgamation of the Federation with the American Association of
Public Accountants occurred, the result being the one association which
we now have.
I have further interesting statistics in relation to the growth of the
Colorado Society with which I will not burden you. W e can all see to
what an extraordinarily successful conclusion the efforts begun in such
a simple manner have come.
It is particularly pleasing for a delegate from Massachusetts to have
been in some degree instrumental in assisting at the birth of this Colorado
Society. In fact we of Massachusetts feel that we shall be hard put to
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it to equal the hospitalities, the warm-heartedness and the efficient
manner in which the American Association has been received here when
it comes our turn to act as hosts in 1913 as is now proposed to us. In considering the growth and rapid development of the Colorado Society and
likewise of the other sixteen or more state organizations which have come
into being since the first steps were taken to create the Federation, I am
struck, as we all must be, with the evidence of a vital, irresistible force
which lies back of this general movement, so well illustrated by the growth
of these societies. W h y is it that these organizations have come into
being? W h y is it that they have grown as rapidly as they have? W h y
is it that by means of the American Association they have bound and are
more closely binding themselves into a compact and efficient unity? There
are many answers to such a question, none of which is sufficient to explain
the phenomenon, but to one of them I would like to draw your attention
for a moment. I will illustrate this by telling you an experience which
befell me quite recently in connection with the inauguration ceremonies
of the new president of Harvard, Abbott Lawrence Lowell, at Cambridge,
a week or so ago. President Lowell was inaugurated in the morning
with most impressive ceremonies, surrounded on the platform by dignitaries and delegates from educational institutions in foreign countries
and from nearly every state of the Union. T h e day was perfect, and the
ceremony was exceedingly impressive.
In the afternoon, the alumni
exercises were held, and in the evening at the great Colisseum-like
stadium the under-graduates held their celebration. Friends who had
expected to accompany me to the evening festivity were prevented from
going, at the last moment, and I therefore started from Harvard Square,
walking to the stadium alone.
V e r y shortly I overtook President
Eliot, walking along with his cape-coat on, with a companion. A s I was
about to pass him, he asked me a question relating to a forthcoming meeting of the Economic Club of Boston, which was to discuss the new city
charter for Boston in which subject Dr. Eliot has been particularly
interested. W e walked along to the stadium discussing this matter and
Dr. Eliot entered with an admission ticket no different from others.
W e started up the first staircase which proved to be overcrowded.
W e retreated and stumbled along in the half darkness t o an emptier
flight and climbed that only to find all seats taken. It seemed to me
too bad for Dr. Eliot to be wandering around in this fashion on the eve
of his successor's assumption of the office which he had held for forty
years and I called an usher and said, " Can't you find seats for President
Eliot?"
" W h y certainly," said the usher, "plenty of seats in the
reserved section, take him over there." " O h no," said Dr. Eliot, " n e v e r
mind, we will sit right here," and thereupon seated his companion in a
vacant place as he sat down himself on the stone step most convenient.
" W e l l , " said I, " a s an exhibition of independence and true democratic
spirit, Dr. Eliot, I doubt if this could be equalled elsewhere, certainly
not elsewhere than in this country." The president smiled and said.
" Mr. Chase, I prefer to act democratically as well as to talk about it,
and as you must know, 'ceremonies are very great bores' altho we must
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go through with them for they have an important advertising value;
methods of dignified advertising suitable for institutions of learning."
T h e latter phrase conveys the idea but not in Dr. Eliot's exact words. In
fact this statement was more clearly emphasized by Presidend Lowell
to me on the following day.
The striking point for us in this anecdote is the statement that ceremonies are necessary evils, perhaps, but are important as media for an
unavoidable necessity; the necessity for fixing the attention of large numbers of people upon one specific subject, in order that results not otherwise
attainable can be brought about. In short, the essentially important matter of what we commonly call " advertising," even to dignified, long established institutions. If so to them, how much more to us who are comparatively new, crude and unknown as professional men.
So then we all agree that one important reason why events like the
present one are held, is the necessity for advertising, using that term in
its best sense. For that reason, Denver itself is glad to welcome us
through its civic authorities, and for that reason the other cities of the
country proffer us invitations. It is hoped, as you know, that we may meet
in N e w Y o r k next y e a r : on the Pacific Coast in 1911; in Chicago for 1912,
when the twenty-fifth anniversary of the organization of the original
American Association occurs; and finally, and we hope not worst of all,
in Boston, the " Hub of the Universe," in 1913. Concerning Boston, I am
reminded of a story: A New Y o r k sojourner in Boston returned home
and ventured the remark that Boston was "unique." His friends remonstrated and said that was not the right term to apply to Boston. " Oh,
yes," said he, " exactly the right term, for 'unique,' you know, is derived
from two Latin words 'unus'—one, and 'equus'—horse. A n d Boston is
distinctly a ' o n e - h o r s e ' t o w n ! "
A s the proper office of an after-dinner speaker is to tell a story and to
sing a song, now that our story has been told, I am going to call upon
Mr. William Franklin Hall, of Massachusetts, to sing the song, and the
song will be the one whcih lies before you, concerning that viand of worldwide reputation, the Boston Bak-ed B e a n !
T h e quartette then broke out into the chorus of the song, followed by
Mr. Hall's singing of the stanzas.
T H E SONG.
BY

New Y o r k 1910,

REQUEST.

Pacific Coast 1911,
and
B O S T O N , 1913.

Air, Jingle!
I.

All Join in

A t Boston in Nineteen-thirteen,
We'll feed you on the Boston Bean,
T h e finest food that e'er was seen,
And Mother of Brains is the Boston Bean.
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CHORUS—

Bean, Bean, Boston Bean,
T h e finest food that ever was seen,
T h e perfect veg-e-ta-ble queen,
A n d Mother of Brains is the Boston Bean.
II.

We'll take you 'round to " F u n n e l l " Hall,
T o show our beans, both great and small,
A n d then we'll go to Old South Church,
W h e r e marvelous Beans reward your search.
CHORUS—Bean, Bean, etc.

III.

We'll take you on the Boulevard,
W h e r e Beans grow high on the Esplanade,
A n d then to Public Lib'y go,
W h e r e finest Beans in flower-pots grow.
CHORUS—Bean, Bean, etc.

IV.

A n d then we'll go to North Church Spire,
Whence Paul Revere made his horse perspire,
W h i l e all the w a y to Lexington
H e saw the Beans up the trellises run.
CHORUS—Bean, Bean, etc.

V.

VI.

A n d next to the State House golden dome,
W h e r e the sacred codfish makes his home,
A n d there entwined with the war-flags furled,
Is the Boston Beans that rules the world.
CHORUS—Bean, Bean, etc.
So when you come, Nineteen-thirteen,
W e ' l l fill you full of the table queen,
F o r e'en the codfish ball can't ween,
T h e Boston man from the Bak-ed Bean.
CHORUS—Bean, Bean, etc.

TOASTMASTER THOMAS : T h e people of Denver are always vain enough
to like to know what other people who visit them think of the city. W h e n
they want to get the opinion of Denverites concerning the city, of course
they can very easily go to the magazines and find all about it. But the
viewpoint from a distance, while it may not always be flattering, is eminently desirable. T h e r e is one other city in the United States which in
some respects resembles Denver. It is not quite so prominent in some
particulars; it is not quite so near to Heaven in a physical sense, and it
also is not quite as salubrious in its climate, but at the same time the spirit
of enterprise, and the many other things in common that exist between
that city and ours, naturally suggested the selection of a gentleman from
the other place to tell us what he learned in three days in Denver. It is
said that when T o m Reed was here some years ago he told, among his
other experiences, of meeting a gentleman about three sheets in the wind
at the corner of Larimer and Sixteenth Streets, and this! fellow said,
" Say, stranger, I want to go to the B r o w n Palace hotel; which w a y do
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I g o ? " Mr. Reed said, " Y o u stand right here, and presently you will
see two cars. Take the first one, for the other isn't there." (Laughter.)
Now, there is in that no personal reflection upon the gentleman who
will next address you. I understand the answer of the boy in the Sunday
school, when the teacher asked, " Johnny, what is the lesson to be drawn
from the story of Jonah and the w h a l e ? " The boy thought a moment
and replied, " Y o u cannot keep a good man down." (Laughter and applause.)
I take great pleasure in introducing Mr. Robert H . Montgomery, who
will tell you what he has learned during the past three days in Denver.
(Applause.)

"Three Days in Denver and What
I Have Learned."
MR.

ROBERT

H.

MONTGOMERY.

Mr. Toastmaster, ladies and gentlemen: I think the very nice things
with which you have concluded your presentation, Mr. Toastmaster, might
have been taken with better grace if you had not a few moments ago
called us figureheads. Now, I have tried not to be a figurehead during
these three days. I have tried to learn something, and I want to say
now that the very latest thing that I learned is that the last speaker during
a most eminently successful banquet can be reached before half-past
eleven.
I did not see how you were going to do it.
W e never do it
down our way.
W e stay until some time in the early hours of the
morning. I was greatly relieved to hear from our president that the
scenery in this vicinity is all right, and that the beauty of this city is all
that it was said to be. During the past summer every few moments I
received a railroad folder. (Laughter.) I read every one of them very
carefully, and I made notes which I expected to verify when I visited
Denver. I came to Denver expecting to carry out my program and
endeavor to learn something of the beauties of this part of the country,
but on the first day I found that I had to attend a meeting which was
scheduled at 9.30 o'clock in the morning, which was moved on to 8.30;
then I had to attend a meeting all day and go to the Elks' fair at night,
and so on each day, so that I think you will have to take it for granted
what I have learned about the scenery.
Iam going to investigate that
later, however.
T h e most important thing that I wanted to study in Denver was the
woman's suffrage question. (Laughter.) I do not believe any of you
from Colorado realize how much interest is being taken in this subject
in New Y o r k at the present time. Every little while down in the financial district we hear that we are to be visited by some charming suffragettes, and I try to arrange my time as well as possible and go over to
Broad Street, where they usually come, some time before they are due,
but when I approach the place I find thousands of men waiting to hear
them. The ladies go down in taxicabs, and I have never yet been able to
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get near enough to hear of the subject at first hand. So of course I took
the matter up as soon as I arrived, making a number of inquiries as to the
effect of voting upon the ladies. I have interviewed I should say, well, perhaps 200 (laughter) ; I think without exception every one has said to me
that she looks forward to the time when she will be able to vote with the
greatest of pleasure. (Laughter). A t the same time I do think that I
have learned something, and that is that if the suffrage being extended to
women in Colorado has the effect that it seems to have here, I am going
back and work for it in our state. (Applause.) I have also learned that
every man who came to this convention and who did not bring his wife
with him is a very, very selfish creature. I should say, however, that the
men who did not bring their wives with them have nothing to complain of,
because the committee in each case has been very careful to supply enough
ladies to go around. But the husbands of those ladies have had no chance
to put into effect what accountants are working for now, that is, reciprocity. T h e sight of so many men here without their wives reminds me of
the story of the colored cook. She told her mistress that she was about to
get married, and wanted to get off for the ceremony. T h e mistress allowed her to go away, but was very much surprised to find the next
morning that she was back on the job again. She said, " Mandy, I thought
you were going to get married; didn't you ? " T h e colored woman said,
" Oh, yes, we got married." " Well," the mistress said, " where is R u f u s ? "
" O h , " she said, " h e has done gone on a weddin' trip." (Laughter.)
I also tried to make some study of the irrigation problem, because I
hear it is an important question. T h e irrigation problem down our way is
usually studied in what we call irrigation parlors.
I feel that I should not sit down without expressing my firm conviction
that this getting nearer to Heaven has had a great effect upon the American Association of Public Accountants. (Applause.) I believe sincerely
that this is the most harmonious convention we have ever had. I think
all will agree with me in saying that Denver, whether it is due to the
climate or the people, has had an immense influence for good upon the
American Association of Public Accountants. (Applause.)
TOASTMASTER THOMAS: In behalf of the citizens of Denver, and particularly of the Colorado Society, I desire to extend our thanks to the
national organization for the honor they have conferred upon us in visiting
Denver, and in holding their annual convention here. These meetings
are educational for the entire body of the community, and they cannot but
result in a lasting benefit not only to the Association itself, but to all the
communities wherein the meetings are held, and consideration had on the
problems that are so peculiarly yours and of which you are the acknowledged masters. I have, however, said enough, so thanking you once more
and retiring from the position of toastmaster I yield to your president.
(Applause.)
T h e festivities
" America."

of

the

evening

closed
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APPENDIX

The Relation Between Accountancy and Economics.
BY

JAMES EDWARD L E

ROSSIGNOL, A . M . ,

Ph.D.

Professor of Economics and Social Science, University of Denver.
A l l sciences are related to one another, more or less intimately, because they all have to do with the same world and all
are the products of human intelligence, but there is a v e r y close
relation between accountancy and economics, since they both have
to do with a relatively narrow field, the field of business activity.
T h e accountant and the economist, however, look at the subject
from different points of view and with different motives.

The

purpose of the economist is to satisfy his scientific curiosity and
to advance human knowledge by discovering the facts and laws
of economic life.

H e desires to understand the economic process,

w h y men engage in the production of wealth, what and how they
produce,

how

the product

is exchanged

and

how

distributed.

H e n c e economics is a pure science, and the economist, as such, is
engaged in the pursuit of knowledge f o r its o w n sake, and not,
primarily, for any practical purpose.

The

results of

economic

investigation may be, and often are, of great practical value to
the statesman, the business man or the social reformer, but the
economist must not think too much of these practical ends, else
he is likely to be biased, consciously

or unconsciously,

in his

search for truth.
Accountancy, on the other hand, makes a comparative study
of methods of recording transactions, with the o b j e c t in view of
presenting to the proprietors or other interested persons an accurate statement of the financial condition of a business enterprise,
and is a h i g h l y important, if not indispensable means to success
in business.

Accountancy,

therefore, is a practical or

applied

science, existing as a means to a definite, practical end, the development of the art of bookkeeping, and standing in a class with
those sciences which deal with methods of teaching, methods of
government,

business

methods,
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Whether the word accounting should be regarded as synonymous
with accountancy or with bookkeeping is a question of nomenclature which must be left to accountants themselves to decide.
T o say that economics is a pure science is not to say that it
is an exact science, like mathematics.

That it is a science, and

one of the so-called natural sciences, both inductive and deductive
in its methods, cannot admit of doubt.

It is an organized body

of knowledge, dealing with a fairly well-defined set of phenomena,
including a vast collection of facts which admit of scientific classification and of generalization which at times attains the dignity
of natural law.

T h e economist, like other scientists, formulates

hypotheses for the explanation of certain phenomena, and these
theories he verifies or rejects by applying them to the explanation
of other phenomena of a similar kind.

Finally, in some cases,

the economist is able to predict the results which are likely to
follow from the presence of certain causes, and prediction is the
crowning achievement of science.
T h e most fundamental part of the science of economics is the
theory of value, which is an attempt to explain the nature of
exchange value, the causes and effects of changes in value, the
productivity of the factors of production and their relative shares
in distribution.

A s the science advances it will become more

exact and quantitative measurement of causes and effects will be
more and more possible.

In the study of values the economist

gives much attention to the cost of production, which is the sum
of the values of all the factors of production, and to the value of
the product, which may, in individual cases, be greater or less
than the cost of production.

T a k i n g industry as a whole, the

value of the product must be greater than the value of the land,
labor and capital used in production, else the business man would
not engage in business.

T h e difference between the cost of pro-

duction and the value of the product in the profit or loss of business enterprise, and the conditions under which profit or loss
appear are of the greatest importance to economic science.
T h e accountant deals with values in a very different way.
H e does not attempt to explain their origin and the causes of
their variation, but uses them merely as the basal facts of an
arithmetical calculation, the purpose of which is to show
financial condition of particular business undertakings.
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countant, as such, does not inquire as to why the rent of land is,
say $25.00 an acre, the wages of labor $2.00 a day, or the interest
on capital 6 per cent.

N o r does he, as an accountant, try to

explain why the output of his concern sells for $100.00 or $200.00
a ton, as the case may be, or why the profit is $1,000.00 a year, or
the loss $2,000.00.

T h e figures which the accountant sets down,

particularly when he presents an analytical study of costs and
returns, may g o far toward explaining the values with which he
deals and the success or failure of the undertaking of which he is
a part, but when the accountant goes beyond his figures into the
discussion of causes and effects he ceases to be an accountant
merely, and becomes a practical economist or a scientific business
adviser.

A n d who could be better fitted to give expert advice

than a thoroughly trained accountant who has, in addition to his
knowledge of accounting, a general business training, a special
knowledge of the business in which he is employed and some
knowledge of economic theory?
Although the spheres of these closely related sciences and the
arts with which they are connected may be defined and delimited
with some degree of exactness, that is not to say that scientists
or practitioners
special subjects.

must always confine themselves to their

own

T h e chief business of the scientist is to investi-

gate, not to give advice, and yet the scientist is often in a position
to give valuable advice to those who have in hand the practical
direction of affairs.

Physiologists, for example, often give ad-

vice to medical practitioners and psychologists
from advising teachers.

do not refrain

Similarly, theoretical economists have

given important information and advice to statesmen on such
subjects as international trade, money, banking,

taxation

public expenditure; and, as the art of politics becomes

and
more

scientific, economists will have more to say concerning all questions of public policy.

It is highly probable, too, that, as economic

knowledge advances and the art of business becomes more scientific, the relation between economic science and the practice of
business will be more clearly perceived and economic truth will
be seen to have a very practical bearing upon the affairs of daily
life.

Already the scientific study of credit and industrial crises

has been

of direct benefit to

business men, and no one can
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what important practical results may follow from economic investigations that now seem abstract and futile.
O n the other hand, the practical business man, especially one
who has cultivated his power of observation and who has the
broad view that comes from the study of economics, should be
able to make valuable contributions to economic science as well
as practical applications of economic principles.

Mere theorists

and mere practitioners are becoming less common than formerly,
for economists usually

give careful attention to the activities of

business and enlightened business men no longer despise economic
theory.

Theory

and practice, knowledge and action, are

two

aspects of human life which can never be dissociated without loss
to knowledge and to efficiency in practical affairs.
But while the economic theorist should have a knowledge of
practical business and the practical man should have some knowledge and appreciation of theory, the work of applying theory to
practice must chiefly be done by a set of specialists standing midway between theorists and practitioners, and no class of

men

seem better fitted to undertake this important work than accountants, who are in close touch with the financial side of business.
No

doubt the accountant, in becoming a business adviser

expert, will become

something

more than an accountant,

or
but

what accountant should regret to see broader fields of activity
opening before him, even though he might have to leave his
chosen profession and call himself by another name?.

Certainly,

if accountants are to undertake the scientific direction of business,
a knowledge of economic theory, in its narrower and broader
applications, will be absolutely necessary.
But even if the accountant confines himself to the study of
methods of recording transactions, he may still find the study of
economics of great value, not only for the information which it
gives but also for the analytical method which it follows.

The

economist tries to see the economic organization of society as it
is in all its parts and motions, although he knows that a complete
and detailed view is impossible.

T h e best that he can do is to

create such a picture in outline, a sort of bird's eye view of general business activity.

But the same analytical method is fol-

lowed in the study of a single business establishment, where it is
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possible to see much of detail, even though the relations of the
part to the industrial whole may not be clearly perceived, because
of the limits to the power of human imagination.
Is it not a fact that the accountant must g o through exactly
the same analytical process in devising a system of bookkeeping
suited to the needs of a particular business?

Only a study of

the business in all its parts and all its relations to other lines of
business can put the accountant in a position to create a system
of accounts which shall be a true financial picture of the business
in all its internal and external relations.

T h e accountant, to do

this, must be something of an economist.

The scientific account-

ant is, in a sense, an economist, and a realization of this fact,
together with a more profound study of economic theory, cannot
but be helpful to the accountant and beneficial to the science of
accountancy.
A study of economic questions, especially of some practical
questions connected with the relation of large corporations, such
as trusts, railroads, insurance companies and municipal monopolies, to the public welfare, might be useful to accountants by way
of calling their attention to the demand for publicity of accounts
and a certain amount of public control.

W h e n business was car-

ried on on a small scale the rights of the public were pretty well
protected by competition and the accountant was

expected

to

present his statement for the benefit of the proprietors alone, but
now that business units are very large, involving a great centralization of power, industrial and political, many people feel that
accounts should be presented in a form intelligible to the general
public and that the interests of the public should be protected by
some form of public control.

This feeling is growing rapidly.

There is a demand for uniformity in systems of accounts, for
publicity of accounts and for public control of public
corporations.

service

These demands, if unreasonably resisted, are like-

ly to result in excessive regulation which would be harmful to
business and to the best interests of the public.

T o o much uni-

formity in accounts would prevent variation, which is an essential
condition of progress in accounting, as in other forms of organization.

T o o much publicity would ignore the valid distinction

between private and public affairs and would open the door to
captious

criticism by

unscrupulous
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much public control would paralyse the motor nerve of business
enterprise and put the production and distribution of wealth into
the hands of an inefficient bureaucracy of civil servants.

And

yet, all these things are likely to come to pass unless accountants
and other persons

concerned put themselves

into

sympathetic

relations with the reasonable efforts of reformers, who are usually
better able to diagnose a disease than to suggest a suitable remedy.
But if the accountant can learn something from a study of
economics, it is certain that the economist can learn as much, and
probably a great deal more, from the study of accounts.

The

theories of economists would be very vague without concrete and
definite illustrations drawn from actual business experience as
exhibited in accounts.

Many statistics concerning prices of com-

modities, wages of labor, rents, interest, profits, banking, insurance, railways, and so on, are obtained from the accounts of
public and private undertakings.

T h e concept of cost of produc-

tion can best be illustrated by taking the items of money cost in
an actual or imaginary enterprise, and the concepts of gross and
net returns must be explained in the same way.

T h e concept of

productivity or efficiency of land, labor and capital remains exceedingly vague until it is defined, as an accountant would define
it, as the relation of the money cost of a factor of production to
the money value of

its gross product.

T h e economist

cannot

measure such efficiency with any degree of exactness, but the
accountant can, and the economist must take these results as the
basis of his theories.

In brief, the accountant supplies many of

the facts upon which the science of economics is based, and no
economist who would have his theories approximately

correct

can afford to disregard the facts.
But if the study of accounts is valuable to the purely theoretical economist, who studies chiefly the theory of value, how much
more important must it be to those economists who endeavor to
apply theory to the solution of the practical problems of the d a y ?
T h e question as to the governmental ownership of railroads, for
example, is very largely, though not altogether, a financial question, to be answered by an investigation of the accounts of public
and private railroads, as well as by a careful estimate, such as
a purchaser would make, of the probable cost and revenue of the
railroads when owned by the government.
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without the aid of expert accountants, are unable to answer such
questions, much less politicians depending upon interested parties
or upon a prejudiced and unenlightened public opinion.
Accountants
enlightenment

of

and

economists

might

well

public opinion on many

combine

important

for the
subjects.

In a democracy such as ours reforms can be brought about only
through the force of public opinion, and only through investigation by honest experts can public opinion be enlightened.

Of

all these subjects none is more important than the study of public
revenue and expenditure, in order that the public may know and
realize, how much they are paying in the form of taxes and how
much they are receiving from public expenditure in the form of
social benefits of one kind and another.

T h e most superficial

examination would immediately show that in the United States,
if in no other country, taxes are high and are rapidly increasing,
while public expenditure is wasteful, even where not tainted by
corruption, and that the efficiency of public servants and of the
civil service, state and national, is low.

Per unit of money e x -

pended the public receives a small amount of social benefit.

The

taxpayers, possibly, do not wish to pay less money, but they would
like to get, for the money expended, as large a dividend as possible, if not for themselves at least for their poorer friends and
neighbors whom public expenditure is supposed to benefit.
But one great difficulty in the w a y of effective reform is
that, while the value expended is a known quantity, being expressed in terms of money, the value received in the form of
education, protection, public works and the other benefits secured
by public expenditure is an unknown quantity, expressed neither
in the form of money nor in any other definite way.

Another

difficulty, hardly less serious than the former, is that the efficiency
of the public servants, who administer the public funds, is also
an incommensurable quantity.
of

In private business the efficiency

an employee is very quickly

determined

by

methods

well

known to every accountant, but in public business, not carried on
for profit, there is no exact measure of individual efficiency, and
promotion and other rewards usually go by

favoritism or by

seniority, both equally ineffective measures of social productivity.
Would it not be a contribution to human welfare more important
than the invention of the wireless telegraph or the flying machine
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if some member of this association should devise a system of
accounting which would measure the efficiency of civil servants
and the amount of social utility created by public

expenditure?

U n t i l this is done it will be impossible to strike a balance between
social cost and social revenue, no one will be able to tell whether
government is carried on at a profit or at a loss, and there will
be no limit to the increase of taxation and no effective check upon
extravagance in governmental expenditure.

Discussion.
MR. W . L . PITCAITHLY
a discussion upon the able

(Colorado) :

In attempting to open

and extremely cautions paper on the

subject matter of " T h e Relation of Economics to A c c o u n t a n c y , "
by the eminent professor of Economics of the University of D e n ver, based as it is upon generalities so broad as to meet, indeed
I may say defeat almost any criticism that may be urged against
it, I am driven to beg the leniency of judgment usually accorded
to an amateur in a contest with a professional.
T h e paper before us deals, naturally enough, strongly

with

economics; somewhat gingerly with the relation of

accountancy

thereto, and extremely

demarcation

haltingly with the line of

between the latter and bookkeeping; indeed, in this respect begg i n g the question altogether.
In dealing with such a matter, based so broadly upon widely
accepted principles, it would appear expedient that some general
conception

of

the

scope

of

each

subject

should

be

clearly

enunciated, and I therefore start with the definition of Economics
" as that branch of political economy which treats of exchangeable
things and the laws which regulate their e x c h a n g e ; " Accounting,
"as the science which treats of the methods of recording transactions

in business

and

interprets

the

statements

recorded

in

books and documents, so that the layman may have a clear concept
of the exact financial and managerial standing of the enterprise,
both in parts and as a whole," and Bookkeeping "as the

correct

recording of business transactions, connected with the exchange
of values," and, it m a y be added, that the latter begins with the
statement of a transaction and ends when the transaction has been
properly journalized, posted to the ledger and tested by a trial
balance.
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T h e limitation of bookkeeping is at the trial balance; there it
stops, because beyond that we are analyzing and interpreting the
recorded business evidence and making deductions on a scientific
basis.

N o w the statement by the professor that an economist,

as such, is engaged in the pursuit of knowledge for its own sake
and not, primarily, for any practical purpose, emphasized by the
injunction that he must not think too much of these practical ends,
else he is likely to be biased in his search for truth, seems to me
to be not only at variance with the foregoing definition, but almost
a direct contradiction thereof, and if we add the word Science
(Economic

Science)

with the definition that it is "knowledge

massed, severely tested, co-ordinated and systematized" the inaccuracy is still more apparent.
T h e study of laws regulating exchangeable values and the
testing, co-ordinating and systematizing of such massed knowledge, resulting from such studies, must necessarily have for its
highest object the practical application of the results to human
affairs, and it is difficult to conceive of any possibility of bias
in the search for truth, by constantly keeping before the mind
the fundamental incentive to the study of economic science.
Indeed, were we to accept the dictum of the learned professor,
it would largely result in destroying the eminently practical usefulness of the science and produce in the place of scientists a
class of mere " dreamers."
T h e leading economists of

history have certainly not been

deterred in their researches by the fear of bias in practical attainment, but have been constrained by the rough jolting of human
crises to discover the cause and remedy thereof, for the very
purpose of publishing the results, pro bono publico,

an object than

which no worthier can be conceived.
Imagine John Stuart Mill being afraid of bias in the search
for truth, by its inevitable, practical outcome!
T h e pursuit of such knowledge for its own sake would appear
therefore to be a very restricted, narrow and unworthy motive,
and, carried to its legitimate conclusion, of no benefit whatever,
except to the student, whereas the earnest and persistent search
for truth through the medium of economic science and for the
definite practical purpose of ameliorating the conditions of life,
must result in incalculable benefit to all.
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Again, if our definition of accounting be true, it is manifest
that there should be no doubt in the mind of the eminent professor, whether accountant should be regarded as synonymous
with accountancy or bookkeeping, for if the latter is limited to
the test of a trial balance, how could he scientifically treat the
methods of recording transactions and interpret the statements
recorded, so that he who runs may read?
Perhaps the following medical, but accurate definition of an
accountant may tend to aid the professor in deciding to which
nomenclature the accountant belongs and relieve him from relegating it to the decision of accountants themselves, viz.: " H e is
the consulting physician of finance and commerce; understands
the anatomy and physiology of business and rules of health of
corporations, partnerships and individual enterprises.

Diagnoses

abnormal conditions and suggests approved remedies.

His study

and interest is the soundness of the world of affairs."
It may be true, in a very broad sense, that when an accountant
goes beyond his figures, into causes and effects, he becomes an
economist, but the very fact of his scientifically analyzing and
classifying his figures, accompanied, as is generally the case, by
comparative tables and percentages,

necessitates his going

into

causes and effects, and by so doing setting before his client such
an arraignment of salient facts as to compel his attention to the
defective and effective channels in his business, then formulating
an instructive lecture by figures instead of words.
T o do this successfully requires no mean attainment in education, commercial law and ecenomic theory.
The professor recommends to accountants, especially, a study
of that branch of economic questions connected with trusts, railroads, insurance companies and utility corporations generally, in
their relation to the public welfare and the degree of control that
the public should have over such, and also to arouse their attention to the demand for publicity of accounts, but it would appear
to me that the mastery of facts, resulting from the examination
of such enterprises, would furnish exactly the data necessary to
enable the economist to deal with such matters and that the
accountant's relation to economics should be circumscribed
such service, otherwise he would

clearly

figures and become, himself, an economist.
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It scarcely requires to be pointed out that economists have
generally neither the opportunity nor the inclination to master the
principles

and practice

of

accounting,

and have

consequently

contented themselves with making general statements, many of
which have been recast from time to time as the actual facts of
business relationship have been disclosed through the scientific
application of accounting methods, and the process is not yet
ended, evidencing that a more fertile opportunity of demonstrating the close relations of accountancy to economics than in just
such fields as suggested by the professor, is scarcely conceivable.
An

excellent suggestion pertinent to this subject has been

elucidated in an article upon the very subject matter under discussion, by Professor Maurice H . Robinson, in the Journal
Accountancy

of

for February of this year, viz.: " T h a t the principal

statements made by accountants—the balance sheet and income
account—should be drawn up in accordance with economic principles, so that economic units of the same kind should be collected
into the same group, and, as illustration he gives the income
account as follows:
Inventory January
1908
Purchases for year

1,
$1,000.00
10,000.00

Sales
$15,000.00
Less Freight Outward,
Discounts, etc
500.00

Total
$11,000.00
Less Inventory, January 1, 1909
$1,200.00
Cost of Goods S o l d . . . . $9,800.00
A d d Freight and E x press inward
500.00
T o t a l Cost of Goods at
plant
$10,300.00
Earnings of Establishment
4,200.00
$14,500.00

$14,500.00

00.00
Rent, 16 2 / 3 %
I n t e r e s t on Capital
191/21%
800.00
Wages, 59 1 1 / 2 1 %
2,500.00
Net Profits, 4 1 6 / 2 1 % • • • •
200.00

Earnings brought down $4,200.00

$4,200.00

$4,200.00

and the balance sheet follows, equally clearly set forth.
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It is to be regretted that some such elucidation of the subject
has been entirely neglected by the professor, as it would have f a r
more forcibly impressed his readers with the close
of

economics

and

relationship

accountancy.

In conclusion, I wish to freely state that I have abundantly
availed myself of the actual wording of much abler exponents, in
thus opening the discussion upon the relation between accountancy
and economics, by Professor L e Rossignol.
T H E PRESIDENT:

T h e floor will now be given to P r o f e s s o r

L e Rossignol for the purpose of replying to the discussion of his
paper by M r . Pitcaithly.
D R . J A M E S E . L E ROSSIGNOL :

A s M r . Pitcaithly v e r y well

says, m y paper is a cautious paper.

M r . Pitcaithly's paper is not

so cautious.

(Laughter.)

W i t h respect to g i v i n g advice to ac-

countants as to how they should arrange their accounts, I purposely refrained f r o m doing that.
It is all right for economists to speak of land, labor and capital
as the chief factors in the production of wealth.
also

is o f t e n

included,

namely,

the

business

Another factor
manager.

It

necessary for economic purposes to make such distinctions.

is
But

for the purpose of accountancy and for the ordinary purposes of
business it seems to me that the itemizing of costs under the heads
of Cost of L a n d , Cost of Capital, and Cost of Labor is, to a large
extent impossible; and that you cannot v e r y definitely assign to
a g i v e n factor of production a given quantity of return.

For

example, in m a k i n g up accounts, how can you tell what share of
the gross product is assignable to a g i v e n quantity of land, or
what share is assignable to labor, or to capital ?

Possibly it could

be done, and it certainly would be a great help to economists.

I

should be glad to see it done, and I should very much like to hear
some of the accountants here present discuss the feasibility of
such a plan.
W i t h respect to the distinction between a bookkeeper and an
accountant, I did not say that it was unknown to the public as to
what the distinction is.

I believe that the public is becoming en-

lightened on that point.

Accountants, of course, k n o w

more

about that than the public, and the question of words is a f t e r all
very largely a question of

common usage.

I believe that the

public is becoming enlightened with respect to the difference be138
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But I do not believe that

the public is yet sufficiently enlightened as to the distinction between bookkeeping and accounting.

I think that the distinction

between accountancy and bookkeeping is clear, but the distinction
between accounting and bookkeeping is not quite so clear.

I

think that this can be made more clear to the public by accountants deciding among themselves, as perhaps they have already
done, as to the exact meaning of these words.
T h e question of the attitude of the economist toward practical
affairs was also raised by Mr. Pitcaithly.

I think I am going to

show you that he is altogether wrong in regard to that.
ter.)

(Laugh-

I believe that an investigator of questions of taxation, for

example, ought to keep out of his mind as much as possible the
practical effects of the truth which he is trying to discover, that
he should consider the questions abstractly and aside from his
own economic condition.

H e must forget for the time being that

he is associated with the capitalist class or the laboring class, or
any other class, and he must try to find out what the exact effects
of certain causes will be. entirely irrespective of his own wishes
or the wishes of anybody else.

T h a t is all I mean when I say that

a pure scientist must think about the truth rather than about the
effects that will follow the discovery of the truth.

O f course the

politician and the reformer must take into consideration the ends
that will be attained by a proposed reform, but the business of
the scientist is to discover truth.

Mr. Pitcaithly seems to think

that because a scientist is devoted to the discovery of truth the
truth which he discovers can have no practical value.

I thought

I made that quite clear, and I think it must be clear to the minds
of most of us that it is quite possible for an investigator to shut
himself up in his study and yet make discoveries of great value to
the world.

O f course, the economist nowadays cannot do that.

H e must be familiar with business conditions, for the business
world is his laboratory, but if it were possible for him to shut
himself up in his study and devote his whole time to the discovery
of truth, and not to think of the people or the practical applications of truth, he might yet discover something which would be
of great value, and which some other person would put into practical application.

That is why I say that the scientist belongs to

one class of persons, that practical business men are in another
class, and that between scientists and practical business men there
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must be a third class of persons w h o shall take the truth discovered by scientists and make it available for practical
(Applause.)

T h a t is what I tried to say.

purposes.

O f course, m y paper

is extremely brief, and I was unable to g o into detail on that
point.

B u t if economists were all the time thinking of the effects

of certain causes, such an attitude of mind would interfere with
their investigations, and make them biased.

I could show many

examples of persons w h o have written on economic subjects w h o
have been biased.

Because they think that certain causes will

have certain effects which they do not like, they are disposed to
say, " I had better not state what the truth is in the matter."

The

tariff is a notorious example of the workings of that sort of investigation.

THE

(Applause.)

PRESIDENT :

T h e next paper is entitled " Correct

counting a Fundamental
Mr. Allen Ripley

Basis f o r Regulation and

Ac-

Taxation."

Foote, w h o has prepared this paper, is the

President of International T a x Association and for many years
has worked effectively f o r the public good.

B e f o r e presenting

M r . Foote I will ask M r . H a r v e y S. Chase to say an additional
word by w a y of introduction.
M R . H A R V E Y S . C H A S E (Massachusetts) :

T h e Chairman has

requested me to emphasize in some degree the widely extended
familiarity with the great work which M r . A l l e n Ripley

Foote

has done in this country for many years past.
M o s t of us know of M r . Foote's work, and probably most of
us are familiar with his connection with the profession of accountancy,

and

his

endorsement

of

what

the profession

of

public

accountancy means to the future of this country, in the reading of
events which he so clearly discerns.

T h i s is especially desirable

in a convention of public accountants such as this.

M r . Foote as

early as 1890 made evident in addresses and in books of national
circulation the fundamental importance of able, impartial,
honest public accounting.

and

M r . Foote has been not only an ad-

vanced advocate in these matters, but has carried out his ideas
in legislation to an extraordinary degree, sacrificing his time, his
means, and his health solely f o r the benefit of the general public
to an extent which

rarely has been equaled.

Mr.

Foote

was

identified with the u n i f o r m municipality tax accounting law in
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Ohio, which was the first state to undertake in a satisfactory manner the problem of handling the uniform reports from municipalities in all the civil divisions of the government.

This act was of

very great importance indeed, and has since been developed and
extended, and is now rapidly being adopted in all states of the
country.

W e can hardly place too much emphasis on the import-

ance of the work which Mr. Foote did in that initial successful
attempt at legislation.
Mr. Foote, as you also know, is President of the International
T a x Association, and is doing some work on the subject of taxation, in segregating the subjects of taxation in such a w a y as to
make certain ones available for the nation, others for the state and
others for local government.

Mr. Foote's work through all these

very arduous years is now beginning to be appreciated, and I
desire to suggest that we attest our appreciation by a very hearty
applause when the speaker is introduced.
Mr. Foote was greeted with prolonged and enthusiastic applause.
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T H E PURPOSES FOR W H I C H A C C O U N T S A R E REQUIRED.

Accounts are records of transactions expressed in terms of
money.

In these records all labor, services and commodities are

'divested of their diverse physical forms and are reproduced in an
identical intangible form, in which f o r m they can be dealt with as
factors in mathematical problems.

T h e problems into the solu-

tion of which these factors enter are problems for the determination of methods for the effective economic regulation of the financial affairs of

persons, partnerships,

corporations

and

govern-

ments.
Correct records of all transactions are a fundamental basis
for the effective economic regulation of the affairs of every person, partnership, corporation and government.
A

correct tabulation is not in itself

a correct record.

A

record, to be correct, must be kept in a w a y to show, by proper
grouping, the true relation between every factor involved in costs
of living, costs of distribution, costs of doing business, and, in the
final statement, showing the profit or loss for a fiscal year, or for
a period of years.

Conclusions, or business and political policies,

based upon records that are not correct, must inevitably be unsound.
T h e conduct of a person, partnership, corporation or municipal b o d y ; of a school district, township, village, city, state or of
the Federal Government, when guided without the information
that can be derived only

from correct accounts, is necessarily
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T h e science of

accounting is to the government of the person, and of every combination of persons, what the science of navigation is to ocean
travel.

It must be depended upon to guide action to the desired

objective point.

A correct observation of an untrue compass, or

an unintelligent observation of a true compass, must inevitably
cause an error in direction.
A l l theories as to a proper course must submit to the arbitration of facts.

Measured by ascertained facts, all theories must

stand or fall.

T h o s e w h o honestly advocate and those who hon-

estly oppose a policy should vie with each other in requiring a
correct record of all transactions involved in carrying such policy
into practical effect.
Just judgments

are rendered only

when based

on a

cor-

rect knowledge of facts.
S C I E N T I F I C A C C O U N T I N G IS S H O W N B Y C O R R E C T G R O U P I N G .

There is a wide difference
scientific

accounting.

between honest accounting

and

O n e may have a record that will honestly

account for every dollar received and expended without h a v i n g a
record that will g i v e any intelligent information regarding

the

true relation between all economic factors involved in statements
of costs or of profits or losses.
T h e records of all accounts should be intelligently grouped
t o show the economic effect of every factor essential to a true
statement of costs or of profits and losses.

Far greater harm results from unintelligent, than from dishonest, accounting.
In practical affairs, unintelligent
accounting
is the rule, dishonest accounting the exception.
The effort to displace both of these forms of incorrect accounting by the adoption
of scientific accounting meets with greater resistance from those
w h o know

from

those

w h o know they are not keeping their accounts honestly.

their accounts

are

honestly

kept

than

The

normal man can be more easily persuaded that he should keep
his accounts honestly than he can be brought to understand that
it is not necessary for him to be dishonest in order to be entirely
wrong.
Charges of dishonesty are more frequently based on conclu-
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sions drawn from, or on the results of a policy guided by, unintelligent accounting, than upon dishonest entries showing receipts
or disbursements.
Scientific accounting safeguards honesty.

It prevents dis-

honesty.
Losses

caused by ignorance are enormously

greater

than

losses caused by dishonesty.
T h e person, the partnership, the corporation, or the government, whose records are kept by incompetent accountants, are the
ones from whom ruinous competition is to be feared.

The day

laborer, the mechanic, the farmer, the manufacturer, the public
service corporation, and the government that, through lack of
ability to keep correct accounts, are incorrectly informed as to the
true cost of living, the true cost of their products or the true
cost of the services they render, are the ones which, under stress
of competition, man with man, partnership with partnership, corporation with corporation, municipality with municipality, state
with state, nation with nation, impoverish themselves by accepting
wages, selling prices or compensations that are insufficient fully
to cover the true cost of that which they can give in exchange.

Incompetent accounting is the cause of more failures than all
other

causes

combined.

It gives incorrect information as to costs

of living, products and services, which leads to the acceptance of
insufficient compensation, a course that must result in failure with
a certainty from which there is no escape.

N o one can pay three

dollars and sell for two dollars without impairing his capital.

If

he makes the transaction often enough, his entire capital will be
exhausted; his failure will be announced.
Incompetent accounting is the cause of retarded economic development. It fails to show where economies may be effected that
will enhance profits or give advantages in meeting competition.
Intelligent
son,

a

economy

partnership,

a

is as essential to success
corporation,

or

a

for a

government,

peras

is

skill for an artisan, intelligence for a farmer, scientific engineering for a manufacturer, or correct economic policies for a government.

T h e art of intelligent economy is dependent upon scien-

tific accounting for development and guidance.

There

is not

a

person, nor a combination of persons, from a day laborer to the
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Federal Government, who cannot make an economic gain by employing a competent accountant U N T I L H E C A N DO I T H I M S E L F ,
to group his items of receipts and disbursements in a w a y

to

enable him to know where he can economize, where he can g e t
better economic results f r o m his efforts, and a profit over the true
entire cost of his living, or of the products or services he sells.
Here, more surely than anywhere else, can the fact be demonstrated that money expended for correct education, correct accounting, is put to its highest economic use.
Moral law teaches honesty as a principle.
Economic law requires honesty as a practice.
Scientific accounting renders honesty possible.
Honesty
errors

and

intelligence

voluntarily

must

be

or unintelligently

combined

made.

to

When

eliminate
errors

are

eliminated, all records will tell the t r u t h ; all personal conduct will
be r i g h t ; all policies will be sound; and the prosperity of the people will rest upon a foundation as enduring as the laws of Nature
that govern the fruitage of the earth.
It is the function of the members of this Association to develop, promulgate and insist upon the universal adoption of scientific accounting.
salvation.

I n this direction, the people will find economic

N o calling of greater helpfulness and honor can enlist

the service of men.
EFFECTIVE ECONOMIC

REGULATION.

T h e r e can be no effective economic regulation without scientific accounting.

T h i s is true of all regulation.

I t applies with

equal force to the regulation of private affairs b y the person
interested; to the regulation of partnership affairs b y the partners
interested; to the regulation of corporate affairs by the shareholders interested, and to the regulation of public affairs by the
citizens interested.
There can be no scientific accounting without a grouping of
items that will correctly show the relation to each other of every
essential economic factor in all statements of costs of living, costs
of products, and costs of services, whether rendered by
service corporations or by the Government.
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Declarations in political platforms; measures enacted

into

laws by legislative bodies; schedules required by the executive
administrators of laws; opinions of courts rendered in construing laws, reflect the popular understanding of economic principles.

It is their function to apply, not to formulate, such prin-

ciples.
It is the function of associations, devoted to scientific study,
to formulate statements of economic principles and thus to erect
standards for the guidance of popular opinion.

More than this,

it is the duty of such associations to insist upon a correct application of

such

principles

in political

platforms,

in

measures

enacted into laws by legislative bodies, in schedules required by
executive administrators of laws, and in opinions of courts rendered in construing laws.

T o this end, such associations should

organize and persistently conduct a campaign of education designed to cause the people to understand the requirements of the
economic principles involved in a given proposition, or question
of public policy.

In this way, and in this way only, can a cor-

rectly informed public opinion be created that will require public
regulations and public policies to conform with scientific economic
standards.
T h a t the people may be correctly informed, it is the duty of
accountants and economists to analyze platform declarations, the
enactments of legislatures and the opinions of courts, to show
wherein and how far, if at all, they depart from a correct alignment with the requirements of scientific economic standards.

In

this way, mistakes can be shown and information for their correction can be given.
N o service of greater value can be rendered to the people
than is rendered when an economic mistake in a political declaration, in a legislative enactment, in an administrative regulation
or in the opinion of a court, is pointed out.

N o public man can

give better evidence of his fitness for leadership than he will
give when he frankly and sincerely changes position to correct
a mistake he may have made in applying an economic principle.
It is the boast of our civilization that we have a government
of law, not of man. If we are to have a true government by law
instead of by men, our reliance to secure obedience must be upon
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T o command

that

quality of respect that will manifest itself in obedience, without
the presence of potential physical force, our laws must satisfy our
sense of justice.

Justice must be an expression of intelligence.

T o maintain our civilization and to advance the line of development, we must aspire to a government of intelligence expressed in
law.

T o attain this, the intelligent must guide.

Their ability to

guide is dependent upon their ability to satisfy the people that
the propositions they advocate are just and right.

T h e necessity

we are under of creating a correctly-informed public opinion in
order to obtain the advantages of effective economic regulation
of our private and public affairs is the essential distinction and
chief glory of our system of government of, for, and by the
people.
True statements of costs of living, costs of production and
costs of services are an indispensable basis for any regulation or
policy in which such costs are factors.

Such statements of costs

are an indispensable basis for the assessment of any tax to be
levied on property values, or upon gross or net incomes.
A statement of costs cannot be made without taking into consideration the value of the property involved and all elements
affecting in any way the total deduction that must be made to
show net profit or income.
Effective economic regulations cannot be formulated or enforced without the guidance of such statements.

Regulations

required by law must conform to the requirements of scientific
economic standards.
attempts to make them

Such standards will be destroyed by any
conform to the requirements of law.

Read history, and it will tell you that there was a time when
the people believed divinity lived in the king.

Read history, and

it will tell you that a time came when the people declared that the
voice of the people is the voice of God.

Read history, and it will

teach you that divinity has never lived in the k i n g ; that the voice
of the people is not the voice of G o d ; it will teach you that,
wherever and whenever a man has uttered a truth,
spoken.
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E S S E N T I A L E L E M E N T S OF A C O S T

STATEMENT.

In 1890, when the subject of corporation statistics w a s under
consideration by the American Economic Association, I

formu-

lated t w o resolutions which I have revised to apply to this occasion :
"RESOLVED,

first:

T h a t a committee be appointed to desig-

nate the division of accounts and the items to be included in each
that should be kept by all persons, partnerships, corporations, and
governments, to show costs of living, costs of production, and
costs of services.
"RESOLVED, second:

T h a t said division be so made that the

effect of each essential economic factor will be shown, to the end
that correct statistics m a y be obtained through uniform methods
of accounting as a basis for intelligent economic discussion, legislative action and economic regulation."
I supported these resolutions with the following statement:
W e must first agree on what matters constitute costs.

Then

w e must see to it that these items are honestly included in all
statements of cost.

T h i s done, w e will be in a position to take

intelligent action upon any proposition of public policy or question of economic regulation in which the question of cost is a
factor.
I n 1892, I formulated a statement of costs for the operation
of a public service lighting plant as f o l l o w s :
"1.

Interest upon the full amount of the approved invest-

ment at the same rate per annum as the municipality in which
the service is being rendered pays on its indebtedness.
"2.

T a x e s of all kinds paid to the municipality or to the

state.
"3.
of

A

property

per cent. on income necessary to cover depreciation
from

use,

mechanical

improvements,

and

natural

causes.
"4.

Cost of insurance against risk of loss by fire, injuries

to employees and others.
"5.

A

per cent. on income necessary to provide a f u n d to

defray the expenses of experimenting with and testing the merits
of improved methods, machinery, or materials, with the view of
rendering the plant, its lines and connections, more efficient and
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s a f e in operation, and the service more economical and at a lower
cost for its users.
"6.

A l l salaries and w a g e s paid to the officers and employees

of the corporation, however employed.
"7.

Printing, stationery, postage, telegraph and

telephone

service.
"8.

Advertising.

"9.

A l l material consumed in the ordinary operation and

maintenance of the plant and its connections, charged at its true
cost delivered

at the point of

consumption."

I affirm that all of these items of cost should be included
in any statement made to show cost of production or to show net
profits or income, to be used as a basis for taxation.
S u c h a statement of cost is a necessary basis for the determination of the per cent. of protection necessary to safeguard
American industries from being undersold in their home market
b y the products of foreign industries produced under more f a v o r able economic conditions.
S u c h a statement of costs is necessary for the determination
of reasonable charges for services rendered by public service corporations.
S u c h a statement of costs will be necessary for the determination of the amount of subsidy required for the maintenance
of a M e r c h a n t M a r i n e service, whenever and wherever the F e d eral

Government

may

undertake the administration of

such

a

policy.
W h e n effective economic regulation is based upon such statements of cost, there will be an end to popular prejudice which is
the stock in trade of "frenzied" politicians; there will be an end
to the manipulation of corporation accounts which g i v e opportunity to " f r e n z i e d " speculation.
PROGRESS M A D E

IN

ESTABLISHING

PUBLIC

REGULATION

OF I N D U S T R I E S .

D u r i n g the seventeen years covering m y study of this subject, the public regulation of industries has been confined almost
exclusively to the regulation of

public service industries.

At-

tempts to make such regulation effective have taken the form of
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Commissions, endowed with

certain

powers. . T h e most important of these are the Interstate Commerce Commission created by the Federal Government in 1887,
and the Public Utility Commissions, created by the States of W i s consin and N e w York in 1907.

These three commissions have

been given power to formulate a uniform system of accounts to
be kept by all corporations under their respective jurisdictions.
Successful regulation of such corporations will be determined,
ultimately, by the scientific accuracy of the system of accounting
required by the commissions.
Sufficient experience

has been gained to demonstrate

the

soundness of the proposition that, whenever a special privilege is
granted by law, the law authorizing the grant should safeguard
the interests of the people by requiring a correct accounting of
all operations or business transacted by the beneficiary of

the

grant, and that charges for services rendered or commodities sold
shall not be more than sufficient to pay all costs of operation or
production, plus a business profit computed at twice the rate of
commercial interest for the use of loanable funds.
This provision in the law will safeguard all franchises necessary for the construction and operation of any public

service

utility; the monopolizing of any national water power or product;
the loan of public credit for the construction of irrigation works;
the application of the principle of protection in tariff schedules;
and the granting of subsidies to the Merchant Marine.
If the people are wise, they will insist that no grant of a
special privilege shall hereafter be made by a municipal, state or
the Federal Government without a requirement that the accounts
of the business to be carried on by the beneficiary of the grant
whatever its character may be, shall be kept as public accounts
uniform for all business of the same class.

T h e y will also require

that steps be immediately taken to bring under such a system of
effective economic regulation all business now being carried on
by the beneficiaries of any municipal, state or Federal grant of a
special privilege.

This will include tariff duties imposed for the

purpose of g i v i n g protection and the aid of public credit or subsidies to be paid out of the public treasury for the construction of
irrigation works or the upbuilding of our Merchant Marine.
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U n d e r these conditions, the people's interest will be better

served by a scientifically regulated monopoly than by free competition.
If

the people are wise, they will insist that no

industrial

undertaking shall be entered upon by a municipality, a state, or
by the Federal Government without the safeguard of a mandatory
law requiring that the accounts of the industry shall be kept as
public accounts, uniform for all industries of the same class, and
that charges for services rendered or commodities sold shall not
be less than sufficient to pay all costs of ownership and operation.
If the people are wise, they will insist that a correct accounti n g shall be made for all taxes collected, and public income, from
whatever

source

derived, by whatever

authority

the power

of

taxation may be exercised, and that the total collected shall not
be more than sufficient to pay all expenses of government economically administered.
REGULATION AND

PUBLICITY.

Publicity will g i v e life to all properly regulated
conducted

under

the protection

of

a publicly

industries,

granted

special

privilege.
Publicity will kill all small competing industries by forcing
them out of business, or into great combinations for mutual protection.
T h e management of industries e n j o y i n g special

privileges,

needs official publicity as a protection against popular prejudice.
Public good-will can be won by the publication of official
reports showing that the interests of the people are properly considered and safeguarded.
T h e management of competing industries needs secrecy as
a protection against the interference of competitors.

Through

ages of experience, the people have been taught to depend upon
free competition for protection against the exaction of masterful
manipulators of industries and commerce.

W e l l may they now

stand aghast in the presence of a federal law that ruthlessly destroys secrecy, which is the v e r y life of competition.
secrecy, competition is impossible.

Without
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Existing conditions require an effective demand that municipal, state and the Federal Government shall confine their efforts
to the regulation of those industries over which they have acquired
jurisdiction by grants of special privileges, and that they shall
refrain from attempting to regulate industries to which no special
privileges have been granted.
T h e enactment of the federal law taxing corporate incomes
was a mistake.

It is class legislation.

It arbitrarily and unneces-

sarily interferes with the accounting systems of every corporation
to which it applies.
T h a t it is class legislation is shown by its application to gains
made under corporate management only.
T h e English income t a x "is payable in respect of any trade,
manufacture, adventure, or concern in the nature of trade."
T h a t it arbitrarily and unnecessarily interferes with the accounting system of every corporation to which it applies, is shown
by the requirement that all income statements shall be made for
the calendar year instead of the fiscal year of the corporation.
T h e English income t a x provides that "the duty is to be computed on the profits or gains of such trade, manufacture, adventure, or concern.

Where the business has existed for three years,

the assessment is to be upon a fair and just average of three years
ending oh such day of the year immediately preceding the year

of assessment on which the accounts of the business have been
usually

made

up,

or alternatively on the average of three years

ending on the 5th of April in the year preceding the year of
assessment."
A

group of N e w Y o r k

professional accountants

rendered

an important service by calling attention, in a joint letter addressed to Attorney General George W . Wickersham, to the illfitting adjustment of the requirements of the law to existing accounting methods.

T h e measure was enacted without correcting

its arbitrary requirements in this respect.

T o prescribe a method

of ascertaining and reporting net income," radically at variance
with accounting methods generally

followed by industrial

and

trading corporations with those prescribed for public service corporations under federal and state laws, with accounting methods
followed by many insurance, financial, and banking institutions,
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and with principles recognized by students of accounting," is a
mistake of the first magnitude.

I t is now the duty of every ac-

countant, and of every client of an accountant, to vigorously protest against the administration of the law until its requirements
are made to harmonize with existing well-recognized and wellestablished accounting methods.
W e are not living in an era of arbitrary personal g o v e r n ment that will permit

legislative authority

methods

regardless

of

to order

changes

in business

people.

W e believe w e still have a representative

sweeping

the wishes of

the

government,

and that it is the duty of our representatives properly to express
the will of the people in the laws they enact.

T h i s law has been

enacted without authority from the people, expressed in petition
or in the declaration of any political platform.
W e do not believe in the infallibility of kings, or of our political rulers.

O n l y those are entitled to our confidence w h o are

eager to correct a mistake, by whomever made, whenever they
are shown that a mistake has been made.
CONCLUSION.

W h a t I have said has been said with the purpose of impressing upon you the high dignity and responsibility of your vocation, and with the purpose of impressing upon the public a just
appreciation of the value of the services you render.
I t is not your function to enact or construe laws.
I t is your function to analyze laws and the construction given
them with the purpose of commending them, when found to be
correctly aligned with sound economic principles, and of showi n g wherein economic errors have been made, if any exist.
The
order.

creative powers you m a y exercise are of the

highest

It is your function to erect standards by which the intelli-

gence and justice manifested in laws may be determined.
Cause your work to honor you, and you will possess honor
beyond the power of others to bestow or to take away.
Cause your work to honor you, and you will prove your
worth to yourselves, your community, your state and your country.
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Cause your work to honor you, and you will make a contribution to the common good that can not be computed in terms
of the money of accountants, but it will inspire to honorable conduct all with w h o m you come in contact.
T h e honor of the nation, like its wealth, is the total of the
honor of its citizens.
M e n may differ in ability and in worldly possessions, but
they need not differ in their sense of honor, their love of justice,
their devotion to truth.
These

are

never-failing

sources

happiness for all of the people.

of

peace,

prosperity

and

T h e y are the safeguards of our

civilization, the prophesy of o u r future progress.

Discussion.
M R . E N O S SPENCER

(Kentucky) :

It seems to me that

terest should be charged at the rate that a corporation

in-

or a

municipality pays on its borrowed money or bonds, f o r the reason that the profit of a business is the gain it makes over what
it could make on the money invested in bonds.
certain persons invest money in a concern.

For

instance,

T h e y could invest

the same money in s a f e bonds at three or f o u r per cent., and the
amount that they make over that three or four per cent. is the
profit.

A n d therefore M r . Foote is correct in stating that the

rate of interest should be the interest that the money could earn
if it be invested in s a f e bonds, where there is practically no risk.
The

current

banks,

rate of

interest, where money

is a rate based upon a condition

is borrowed

from

wherein there is

an

attendant risk.
M R . W . H . L A W T O N ( P e n n s y l v a n i a ) : T h e r e is one point to
which I wish to call your attention in this, and that is its conflict
with the Interstate Commerce act.
merce act all the interstate

U n d e r the Interstate

railway

companies

keep their accounts on certain forms.
hibited

f r o m keeping any

memoranda.
of

that

other

Com-

are obliged

to

T h e y are absolutely pro-

forms, even in the shape

of

F i n e and imprisonment is the penalty of violation

regulation.

The

same

thing

applies

N e w Y o r k and also the State of Virginia.
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the state corporations are obliged to keep their accounts a f t e r
the f o r m provided by the commissions, and they also are liable
to heavy penalties if

they keep any other forms.

A n d yet it

would be impossible, f r o m all I have been able to discover, to
keep our books so as to make a t a x report without keeping a
separate

set of

books or memoranda

of

some kind, in which

event there would be liability under either the Interstate

Com-

merce act or the state laws.
Finally, I wish to emphasize M r . Foote's statement, " W e are
not living in an era of arbitrary personal government that will
permit legislative authority to order sweeping changes in business
methods regardless of the wishes of the people."
believe in the infallibility of kings or of

" W e do not

our political

rulers."

I think f r o m an accounting point of v i e w y o u m a y call that a
declaration of independence.

I think that these sentences should

be framed and kept before us until this question is settled.
M R . HERBERT G . S T O C K W E L L

(Pennsylvania) :

I hope that

a full discussion of the corporation t a x law, forming a part of
the tariff bill, will come up at another time f o r consideration.
The

subject is one of

rather more importance

than could

taken up as a feature of our distinguished guest's paper.

be

There

are many and various views regarding the need of the law, the
words

used

accounting.

in

the

law

and

the

I do not find myself

application to accounts and
in accord with some of

the

statements made either in the paper or on the floor, and I hope
that it w i l l come up as a special subject so that we m a y have
more opportunity to discuss that special feature.
MR.

ALLEN

R.

FOOTE

(in

closing

the

discussion) :

Con-

cerning the interest rate, the double rate of interest, it will be
noticed, is strictly a basis f o r determining cost.

T h e statement

in m y paper w a s made for the purpose of being used as a basis
of determining rates of charges that might be fixed by municipalities.

H a v i n g determined what elements should g o into cost,

the problem came of having some sort of standard for fixing the
selling price.

I will acknowledge that this problem g a v e me much

more trouble than any other problem I have ever undertaken to
solve.

I could

only do it by

suggesting that a fair business1
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profit estimated by all business men at double the rate of interest
would be considered

a reasonable profit for a public

service

business undertaking.

It has been suggested that I say something about the federal
tax.

I was out of the country when that tax was proposed.

returned on the 12th of July.
turned.

I

The deed was done when I re-

I found a very large number of clippings on my desk

referring to the tax.

I went immediately to Washington to see

if I could learn anything about the genesis of the tax.
business men in Chicago,

I visited

Pittsburg, Philadelphia, N e w

York,

large concerns, affected by the tax, to see if I could learn from
them who initiated this proposal.

I have not met any man,

outside of the governing coterie at Washington, who had any
idea that such a tax was to be proposed.

T h e claim therefore

cannot be made that it was proposed in compliance with any
popular demand.

It was proposed purely for political purposes.

It was proposed by a coterie of politicians who not only gave no
notice of their intention, but would permit no discussion of the
subject after they had been obliged to disclose their hand by
introducing the measure.

I have found no trace whatever that

this measure has ever been discussed in any place on its merits.
A t the time of which I am speaking I was in the act of preparing
a program for the International T a x Conference to be held in
Louisville.

I saw at once that the federal tax was a direct inter-

ference with state systems of revenue.

I come in immediate con-

tact with that part of the problem in our own state.

T h e very

first man with whom I discussed it was the auditor of the state
of Ohio.

T h e state of Ohio derives 73 per cent, of its total

revenue for state purposes from special sources.

T h e principal

sources are the taxation of insurance company premiums, the
capital stock tax on business corporations, and the gross earnings
tax on public service corporations.

T h e state of Ohio thinks it

needs $1,000,000 more next year than its ordinary revenue will
produce.

O u r auditor of state said to me, " I was planning to

suggest that we raise the rate on these sources, but if this federal
tax is to be assessed I do not know as I would dare to make
the proposal.

It would be taxing the corporations too fast and

in too many ways."
156

Correct Accounting

a Basis for Regulation

and

Taxation.

I read a paper before the International T a x Association on
the subject of the federal tax interference with state systems.
A pamphlet published by the Bureau of Corporations gave the
figures

for the N e w England states.

state of Ohio.
figures.

I had the figures for the

Beyond that the paper does not go in giving such

I know as a matter of common knowledge that every

state derives more or less of its revenue from the taxation of
corporations.

O f course you all know, without argument, that

when two authorities undertake to derive revenue from the same
source the most powerful authority will absorb the revenue from
the weaker authority.
T h e direct interference comes in three ways.
derives its revenue

from the taxation of

Where a state

corporations, if

the

federal tax restrains the organization of corporations, to that
extent it curtails the growth of that source of revenue.

If the

federal tax causes corporations to surrender their charters and
resume business as partnerships, to that extent it diminishes the
source of revenue.

If

the federal tax restrains a state from

acting freely in taxing corporate sources, as I have intimated,
we feel the influence at once in Ohio, to that extent it is a
restraint upon the liberty of the state to tax corporations.
Y o u will see by this statement that I do not say one word
as to its effect upon corporations.

I have not viewed it from

the standpoint of the corporation—purely
of the state.

from the standpoint

I think the argument there is strong enough to

cause the repeal of the law.

A t Louisville the action taken was

to refer the subject to an association of governors.

Y o u may not

know much about that association and I do not wish to tell you
much about it today.

I simply give you my word that it will

materialize rather soon, and it will be in excellent shape to take
care of this subject.

In that association, however, the broader

question will come up of the federal incorporation of business
corporations.

There has been for a great many years a desire on

the part of certain business interests to get federal charters and
by that means relieve themselves from the special laws of fortysix different states.

T h a t movement will gain momentum until

it is accomplished.

But when it is accomplished it must be

accomplished by an amendment to the federal constitution.
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should be accomplished after full discussion and on a well-defined
basis.

If

the federal government takes over in that way the

taxation of any corporations, the authority to do that should
be accompanied with a proviso that a part, if not all, of
revenue derived

the

from these sources shall be returned to the

states, so that the states may be protected in their source of
revenue.

This is the usual way of handling such business in other

countries.

When the

Canadian

confederacy

was

formed

the

provinces relinquished to the Dominion the right to collect impost
duties.

But that was done with the proviso that the Dominion

government should each year pay over to the provinces a certain
per cent. of its income from that source.

There is a fixed amount

of 80 cents per capita, and then other considerations which gives
to the province of Ontario, which, I may say, will correspond
somewhat to the state of Ohio, an income from the Dominion
government of over $2,000,000 a year.

Such an amount paid to

the state of Ohio by the federal government would make Ohio
good for its loss of the corporation tax.

But until state revenues

are safeguarded in that way, I think it is the dtuy of the people,
and the duty of the states, to call a halt on the encouragement
of

the centralization

of

power

(Applause.)
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Report of the Special Committee on
Accounting Terminology.
To

the Trustees of the American Association of

Public

Ac-

countants.
This committee was appointed at the meeting of the Board of
Trustees in April, 1909, and was instructed " to collate and arrange accounting words and phrases and show in

connection

with each the varying usages to which they are put.

.

.

.

This

committee will not attempt to determine the correct, or even the
preferable usage where more than one is in existence."
In

accordance

with

these instructions,

the committee

has

attempted to bring together all the definitions that it was possible
to find in the limited time at its disposal.

T o facilitate matters,

the alphabet was divided into three sections, each member taking
one.
T h e members of the committee have found that definitions
are extremely infrequent in most of the books and articles devoted
to accounting subjects.

It seems to be taken for granted that

the meaning of the terms used is known to the reader.

In the

more formal text books, the indexing is often faulty, many subjects not being referred to at all, although discussed in the book.
This necessitated a search of the text itself, which could manifestly be undertaken only in respect to the more important terms.
T h e committee, therefore, feels that it has been able only to
start the train of thought.

It suggests that the entire member-

ship of the Association be requested to bear the subject in mind
and to make a note of any definition encountered in any work or
article on accounting subjects, whether such definition is formal
or is only deducible from the context.

These definitions, with

the authority for them, to be sent to a committee to be collated by
it and either published from time to time in the Journal of A c countancy, or presented to the convention in 1910 for the consideration of the Association.

T o confine the scope of the work
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only to those terms whose meaning is not well settled, it might be
well to request f r o m each member only those definitions with
which he does not agree, together with definitions of the same
terms which meet his approval.
S o many of the terms used are defined only by inference, often
in connection with other subjects, that there seems to be no other
w a y in which anything at all approaching a complete glossary
can be obtained.
Respectfully submitted,
SEYMOUR

WALTON,

EDWARD L .
JAS. T .

Chairman.

SUFFERN,

ANYON.

Committee.

LIST O F DEFINITIONS O F ACCOUNTING T E R M S .
A
Account

As

used

in bookkeeping

means

(1)

A

single

entry or group of entries either debits or credits
or both brought together under a specific heading to indicate an
accounting condition.

(2)

T h e balance or result of a group of

such entries.
Audit

A n examination of books, accounts and vouchers
of an individual company, firm or corporation

v e r i f y , or otherwise,

the accuracy

of

the transactions

to

shown

thereby f o r a definite period.
Account

A

Current
Account

running account as opposed to one regularly

balanced.
Sales

A n account of goods sold on commission, usually
between a consignee and consignor.

Accretion

T h a t which has g r o w n or accumulated, a term
used mainly as applying to the g r o w t h or accumu-

lation of income under certain conditions.
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in relation to that which has grown

or

accumulated up to a certain date since the last receipt or payment.
Appreciation

Increase in value through improvement in condition or market value, applied either in respect of

real estate, plant, machinery, securities or general assets.
Assets

Property fixed or liquid, resources of any kind
capable of being converted into money or value.

T h e term is used sometimes as applying to goodwill, concessions,
franchises, deferred charges, and in English accounting even to
preliminary expenses incurred in the formation of a company.
Fixed Assets

Such assets as are stationary and may be regarded to a certain extent as permanent, such a s

real estate, buildings, plant, machinery, etc.
Liquid Assets

Such assets as are not fixed or permanent but
are subject to conversion into cash, such as raw

and finished material, book debts, securities, etc.
Floating
Assets
Wasting
Assets

Same

as liquid, sometimes

called

" circulating

assets."
Such fixed assets as in the process of

working

are gradually disappearing or wasting away, such

as mines, timber lands, quarries, and other such properties.
Appraisal

T h e result of a valuation of property or assets,
used mostly in connection with the valuation of

fixed assets of a company or corporation.
Administration
Expenses

(1)

A l l expenses incurred in connection with the

administration of a business other than the usual

expenses of operation and management.

(2) T h e expenses of

administering a trust.
Adjustment
Account

A n account opened to give effect to adjustments
of transactions and other accounts.
161

American

Accounts
Receivable

Association

Year-Book.

( i ) Accounts due from debtors. (2)

The

ag-

gregate of outstanding accounts receivable open on

the books at any time.

Whilst this account should be confined

strictly to what its name implies it often covers such things as
advances to employees on account of salary, expenses in travelers' hands unaccounted for, and other debit accounts not strictly
accounts receivable.
Accounts

A l l accounts payable t o creditors.

Payable
Additions to
Capital

All sums expended on account of fixed assets are
usually called " additions to capital," such as addi-

tions to buildings, machinery, plant, etc.

B
Balance

The difference between one side of an account
and the other.

Balance
Sheet

A statement showing the financial position of a
business, its assets and liabilities, the capital em-

ployed therein, as well as any reserves, surplus or deficiency there
may be at a specific date.
Betterment

A n y addition to or improvement of a property,
any expenditure which makes a property better o r

more valuable.

In railroad accounting betterments include the

" enlargement or improvement of existing structures, facilities,
or equipment, of an improved or higher class taking the place o f
others previously existing" (Interstate Commerce Commission.)
Bills
Receivable

A l l promissory notes, time notes, bills of
change, or acceptances receivable

ex-

go under the gen-

eral term of bills receivable.
Bills Payable

A l l notes, bills of exchange or acceptances

pay-

able are termed bills payable, and are usually kept
in one account with this heading.
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Profits as shown by the books, not necessarily
actual or real, but as shown by book entries.

C
Capital

This term as used in accounting is employed to
express ( 1 ) The sum of the net assets of a busi-

ness or undertaking, or that sum which remains after deducting
the liabilities from the assets of a business or undertaking.
Any

principal sum

(2)

(usually in cash, sometimes in property)

contributed to an undertaking by a partner or individual for
supplying the means to operate such undertaking. (3) The value
or amount of interest any individual has invested in an undertaking, and (4) A n y principal sum which is used or retained to
produce income or profit.
Capital
Account

( 1 ) A n account opened and kept to indicate the
amount of capital a partner has in a business, or

an account showing the total capital invested in a business. (2)
The term capital account or capital accounts is used in connection with sums invested in permanent assets, such as real estate,
plant, machinery, etc., these being styled capital accounts because
their province is to produce income or profit.
Capital
Expenditures
Fixed Capital

All sums expended for additions to or improvements of properties.
That portion of the capital of an undertaking
which has been sunk in fixed assets, such as real

estate, buildings, machinery, plant, etc., which are not intended
to be sold but used to produce revenue and profit.
Working
Capital

That portion of the net capital of an undertaking
which is used or is available for the working of

such undertaking, properly speaking, the liquid assets of such
undertaking.
Capital Stock

The amount of share capital issued or authorized
by a company or corporation.
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The full amount of capital stock which a company or corporation is authorized to issue.
That

portion

of

the

capital

which

has

been

authorized issued and paid up by the stockholders
or proprietors.

Capital
—Uncalled

That portion of the capital representing the difference between the amount

of

capital

actually

paid up and the amount of the face value of the shares.
Capital,
Reduction of

The process of lessening the amount of capital
stock issued, usually by writing off losses, depre-

ciation, or reduced values of property and assets.
Carriage
Account
Cash Book

A

term used in English accounting in lieu of

freight account. It includes freight both in and out.
A book in which all cash and bank transactions
are recorded.

Cash Account

An

account of any cash transactions,

receipts

or payments.
Cash Sales
Cash
Transactions
Cash Balance

Proceeds of sales of goods sold for cash.
In accounting all transactions that pertain to cash
receipts and payments.
Difference between a series of receipts and payments.

Certificate of
Deposit
Charge and

A paper or receipt indicating an amount of cash
deposited for a specific purpose.
As

used

in

Scotch

accounting

in

relation

to

Discharge

trustees' and executors' accounts means an account

Account

whereby a trustee or executor charges himself with

assets and estate received, and credits himself with liabilities and
payments thereout.
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Collateral

Security for an obligation.

Commission

A n account of commission earned or paid.

Account
Consignment
Accounts
Cost Accounts

Those accounts which relate to the consignment
of goods to an agent or consignee.
A series of accounts devised and kept to show the
cost of products or things manufactured.

Cost System

A system of bookkeeping and accounting which
provides for determining the cost of products and
articles manufactured.

Cost

Records

A l l papers, books, accounts and data referring to
costing.

Cost Ledger

The

books in which the individual

" job

ac-

counts " showing the various elements entering into
the cost thereof are kept.
Contra

A n account off-setting another.

Account
Construction
Account

A n account employed to show the cost of construction of a piece of property.

It is usually

made to contain all items (such as material, labor, expense),
entering into the work and in some cases interest on borrowed
money is charged against this account, and even the discount on
the sale of bonds issued for the work.
Controlling
Account

A n account usually kept in the general ledger o f
a business and is supposed to control a number o f

separate or detail accounts kept in another book or ledger.

It

is properly an account kept to contain the totals of the debits
and credits of a number of accounts in order to show at any
time the balance of the aggregate of these accounts.

It is used

mainly in connection with accounts receivable and accounts payable.
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D
Depreciation

A s understood and used in accounting the measure of deterioration in value by reason of

wear

and tear, decay, or other causes, of property, plant, machinery,
and other assets.
Depreciation
Account

A n account containing charges for depreciation,
the balance

of

which is transferred

periodically

to profit and loss account.
Depreciation
Reserve

A n amount set aside out of earnings and carried
as a credit to offset any deterioration of

assets

which has taken place or is likely to arise.
Depreciation
Fund

A fund set aside usually created out of earnings,
to provide for depreciation of plant, property, etc.

Discount

In bookkeeping practice, this account appears to

Account

be charged with the following: ( 1 )

The discount

paid or allowed to customers on the payment of their accounts.
(2) The amount paid to bankers or brokers for discounting
bills receivable or accommodation paper. (3) Sometimes interest
paid on loans.

The difference between the amount realized on

the sale of bonds or securities and their par value is called discount.

This is sometimes capitalized and carried as an asset,

and sometimes as a suspense item to be charged off gradually.
Deferred
Stock

The name given to a class of stock upon which
the payment of the interest or dividend is deferred

until some other prior securities have received theirs in full.
Deficiency
Account

Any

account showing how a deficiency arises.

In English practice an account prepared by a bank-

rupt or his representative showing how the deficiency as indicated by his statement of affairs has arisen.
Deficit

( 1 ) A n excess of expenditure over income. (2)
A n y balance of liabilities over assets.
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A system of accounts which relate to the separate workings of the departments of any concern

usually in relation to the profit or loss shown by such departments.
Dead Weight
Expenses

In cost accounting a term sometimes used to
indicate certain expenses, such as rent, taxes, power,

insurance, heating, lighting, etc., because such expenses are payable whether the volume of work done is small or large.

E
Entry

A n y record of a business transaction in a book of
account is called an entry.

Establishment
Expenses

In cost accounting those expenses which cannot
be charged directly against the cost of an article

manufactured but are spread over a volume of work, are sometimes called " establishment expenses."

They include such items

as taxes, insurance, heating, lighting, indirect labor and miscellaneous expenses.

Estate
Account

In executorship accounting an estate account is
opened to show the net value of the estate by cred-

iting thereto all the assets of the estate as well as any profits
derived from their realization, and charging thereto all liabilities
as well as funeral and administration expenses, and losses on
realization of assets.

Executorship
Accounts
Expenditure

A series of accounts relating to the capital and
income of a trust or executorship.
This term is often used by accountants to indicate disbursements of money only.

In other cases

expenditure is used to indicate not only that which has been disbursed but incurred as well, and in this sense it is mostly used.

Equipment
Account

Used mainly in railroad accounting, includes the
cost of locomotives, cars and general rolling stock.
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In English and Scotch practice such assets as are

Assets

made available by a decree in a court of equity for
the payment of debts.

F
Finance

T h a t which relates to monetary transactions, or
industrial transactions pertaining to money or value.

Fixed Capital

Capital which exists in a
shape.

fixed

or

permanent

A l l fixed assets, such as real estate, build-

ings, machinery, etc., may be referred to as fixed capital.
Floating

Capital which is not in a fixed or permanent

Capital

shape, but is available or convertible, such as raw

material, book debts, cash, etc.
Floating

A n expression meaning a lien or charge on t h e

Charge

general assets of a corporation, generally made in

favor of debenture holders.
Floating

Debt

(1)

T h a t portion of a debt of a corporation or

undertaking which is not represented by a bond
issue. ( 2 )

General or ordinary indebtedness.

Funded Debt

T h a t portion of a debt which is represented by

a bond issue and payable at a distant date.
Fund

A n aggregation of capital held and to be used
for a specific purpose.
G

Goodwill

Whilst goodwill is a general term capable of wide
application it is generally used in accounting to rep-

resent the balance between the value of

property and

assets

acquired by a corporation or concern, and the capital stock issued
against such net assets; sometimes it is included in accounts as
a distinct item calculated on a specific basis, but more generally
it is used in a very indefinite way.
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In commercial bookkeeping the difference between
the cost of goods bought or manufactured and the
selling price thereof.

Gross Income

The total income derived from any investment
without any deductions.

Gross
Earnings
Guard Book

In railroad accounting the full receipts from passengers, freight, etc., without any deductions.
A term used in English and Scotch bookkeeping
to indicate a book in which the original invoices

of purchases, etc., are kept or pasted.
H
Hypothecate

T o pledge or mortgage.
I

Impairment
Account

A n account which exhibits the net insolvency of a
company, i. e., the excess of its liabilities, including

its paid up capital, over its assets.
Impersonal
Accounts

Accounts which represent conditions and record
the profits, losses, receipts, expenditures, assets and

liabilities, but do not represent persons.
See Personal Accounts.
Income

T h e account which sets forth the entire income

for a fixed period whether actually received or not.
The gain which proceeds from property, labor or business.
The remuneration derived from skill or labor.
T h e proceeds of the property of an estate.
Index Ledger

A

ledger

arranged

alphabetically

with

index

sheets interspersed.
Individual
Account

A

term applied to personal and customers' ac-

counts.
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A term used to designate a customer's ledger.

Ledger

Installment
Book

A n account book used for the record of installments due and payable on stock or property.
A revenue account to which is debited and cred-

Interest
Account

ited interest incurred or earned whether paid or not.

Intermediate
Ledger

A ledger used for the purpose of recording those
sales and purchases of a trader which are of almost

daily occurrence with the same persons, the total of which are
posted at monthly or other periods.

Internal
Accounts

The accounts which represent the different pieces
of property and different forces at work within the

business itself.
Internal Check

A check to protect against error which may arise

where the record of accounts is such that the entries might balance and still be incomplete.
Inventory

The annual account of stock of a business.

A schedule of assets or property.
A n itemized list of goods or valuables with prices attached.
Investment
Account
Investment
Fund

A n account representing money expended in property outside the regular order of business.
The amount diverted from profits for the purchase of

securities where the surplus cannot be

profitably used in the development of a business.

Invoice Book

A record of invoices.

Invoice Ledger

See Purchase Ledger.
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J
Joint A c c o u n t

A

record of the transactions of some particular

undertaking where two or more parties combine in
contributing the necessary capital and services and sharing the
profits or losses resulting therefrom.

Journal

A book used for recording such transactions as

cannot be passed through other records of original entry, and for
recording all transfers from one account to another.
A D a y B o o k — I t s use as such is obsolete.

L
Ledger

A summary of the transactions of a business so

arranged as to show the distributions and dispositions of all receipts and expenditures, gross and net, revenue, and loss and gain.
The

book in which business transactions are analyzed

and

classified with the view of recording these transactions and of
showing their

result.

The principal book employed in the system of bookkeeping by
double entry, wherein all the transactions recorded in the journal
and subsidiary aids thereto are focussed, classified and arranged
for the purpose of ready reference.
T h e center and pivot of double entry.

Legal Assets

Property which creditors might make available in

a " Court of L a w " for the payment of the debts of a deceased
person.

Liabilities

Embrace all the debts or obligations due by a

firm to its creditors, or
T h e debts or obligations of a corporation, partnership or individual.

Liquid Assets

Cash and such assets as can instantly be converted
into cash.
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when

a concern

is

being

wound up and to which are credited all the profits

made in realizing the assets, and debited with the expenses of
liquidation and any liabilities which may have to be paid, but
which are not entered in the books.
L o a n Account

A n account representing money invested in loans.

M
Maintenance
Account

An

Merchandise
Account

account or series of

accounts

representing

cost of repairs, renewals and replacements.
An

account

intended

to

represent

the

trading

transactions of a business, and to exhibit gross profit

made on same.
A n account to which are charged the purchases of material to
be sold or used in manufacture and to which may be credited the
materials sold or used.
N
Negative
Account
Net Capital
Net

Invest-

ment
Net Profits

A n account which reduces the value of another
account, e. g., returns is a negative to sales.
T h e surplus of actual assets over actual liabilities.
T h e difference between the total sum invested and
the total withdrawals.
T h e balance remaining after all expenses of dis-

tribution and establishment charges, discount, interest, etc., have
been deducted from profits.
T h e balance of the profit and loss account when the same is a
gain.
T h e surplus remaining over from the employment of capital
after defraying all the necessary expenses and outlay incurred
in its employment, and after the capital has been replaced or provision made for its replacement.
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Nominal

Accounts which represent income or expenditures.

Accounts

Accounts used for the purpose of classifying income

and expenditure under such heads as rent, taxes, discounts, sales,
purchases, etc., and form the material for the construction of the
profit and loss account.
Nominal
Capital

The amount of capital for and in respect of which
a company, having its capital divided into shares, is
registered.

Nominal
Ledger

A ledger used for separately recording the transactions in connection with the various nominal accounts.
O

Open Account

A running or unbalanced account.

A n unbalanced account as opposed to a closed account.
A n account the items of which are not finally agreed upon, and
which are to be proved (if necessary) by the party seeking to
enforce the effect of the account.
Opening
Entries
rent

The entries necessary to prepare a set of books
of account before commencing to record the cur-

transactions.

Operating
Capital
Operating
Expense
Original
Entry
Outstanding
Accounts

The amount available for carrying on a business
working capital.
The expense incurred in the regular transaction
of a business.
The first record on the main books of account
of the transactions of a business.
A n ambiguous expression, which may mean debts
due to a trader or sums due from him to others.
P

Paid-Up
Capital

The actual amount which has been paid up or is
legally

considered

the capital.
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A record of wages paid.

Permanent
Assets

Comprise such investments as are necessary to
conduct the business, and must be kept in a state of

efficiency in order to carry on the business.
Personal

Such accounts show the transactions with persons

Accounts

as customers' and creditors' accounts.

Other ac-

counts are impersonal.
Petty

Cash

A term used to designate incidental expenditures

for office supplies, etc.
Petty Cash
Book

A

record of petty cash always kept where total

receipts are deposited in bank and all trade bills

paid by check.
Petty Ledger

A

ledger in which sundry accounts or account?

with customers who are not expected to be regular purchasers
are kept.
Plant

A title used to designate permanent assets, such

as buildings, machinery, etc., required for purposes of

manu-

facture.
Posting

T h e act of entering debits and credits in a ledger.

Postponed

Creditors who are disentitled to rank against an

Creditors

estate or property until all other creditors for valu-

able consideration in money or money's worth have been satisfied.
Preferential
Creditors

Creditors whose debts are directed to be paid in
priority to the claims of others in the administration

of the estates of
(a)

A

(b)

A

deceased insolvent.

(c)

A

company being wound up.

Preliminary
Expenses

debtor in bankruptcy.

T h e expenditure in connection with the promotion, formation, establishment and registration of a
company.
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The actual cost of production of an article, includ-

ing raw material and labor, to which is added indirect expense
to make the total cost.
The original or direct cost of an article as distinct from the
" cost of production " which term includes all expenditures incurred in manufacture whether direct or indirect.
Private

A ledger reserved for the use and inspection of

Ledger

the partners or other proprietors of a business, and

usually containing particulars as to the capital in the business,
the profit and loss account, and other private matters.

(Note.

Successive balance sheets are almost invariably entered therein,
in the form of a memorandum.)
Profit and

An

Loss Account

expenditure, the balance of which will exhibit net

income.

account

showing

excess

of

revenue

over

This account in general shows the net profit or loss of

a particular undertaking for a given period.

Profit and
Loss Statement

A n exhibit showing in logical order and in comprehensive form the gross results from and expenses
of operating a business for a given period of time.

Purchase
Book

A record of the purchases made by a trader.

Purchase
Journal

A journal devoted to entries relating to accounts
payable.

Purchase
Ledger

A ledger containing creditors' accounts.

R
Real Account

Represents the values of actual assets, or the

amount of actual liabilities, such as real estate, machinery, loans
and mortgages.

A m Enc.

Real or property accounts; the tangible thing is in a property
account.

Cole.

Read Estate

Immovable property; usually confined to land and

buildings erected thereon.

A m . Enc.

Should represent on the books the value of the building.
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sinking fund established for the payment of

redeemable debentures, funded debt, or other obliA n amount set aside at regular intervals from profits

which will be sufficient to discharge an obligation at maturity.
A reserve fund.

A m . Enc.

A fund accumulated to redeem outstanding obligations at the
end of a certain time.
Representative
Account

An

Rahill.

account whose function is t o complete the

double entry by representing the transactions de-

scribed or recorded by personal accounts.

Thus, sales account

furnishes the double entry for customers' accounts and purchase
account that for creditors' accounts.

Real estate account repre-

sents the value of investments in real estate, etc.
Note.

This definition is confusing.

A m . Enc.

H o w does the sales ac-

count represent the sales any more than merchandise

account

represents the merchandise, or expense account the expenses ? T h e
last clause seems to describe a so-called controlling account.
Keister uses the term in place of controlling account.
Reserve F u n d

A n amount set aside out of profits to provide

against unforeseen contingencies.

A sum set aside to offset the

depreciation of an asset, reducing net profits to that extent.

A

reserve fund is a sum set aside out of net profits which appears
on the balance sheet as a credit.

A m . Enc.

A reserve fund is a cash asset and is an amount reserved for
some specific purpose.

A reserve or reserve account is created

by charging the revenue account and crediting a specific reserve
account.

Tipson.

Auditing.

M a y appear on the balance sheet in one of three combinations:
( 1 ) among assets only, in which case specific property is set
aside; ( 2 ) among both assets and liabilities, in which case specific
property is set aside from net income as a safety fund; ( 3 ) among
liabilities only, in which case the amount is deducted from net
income and shown on the books as a safety fund, but the actual
property is left among the general assets.

Cole.

T h e amount set aside from profits to meet contingencies.
among the liability accounts.)

( Put

Montgomery-Dicksee.

M a y be created out of revenue and invested same as a sinking
f u n d ; but instead of being accumulated to meet an outstanding
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obligation, it is reserved for some specific purpose, such as the
purchase of additional property.
Reserved Fund

Rahill.

Is a fund set aside for any special purpose and

should always represent actual cash—and have a separate bank
account with extra check and bank book.
Revenue

A

Account

Keister.

term sometimes used to designate profit and

loss account.

Revenue accounts.

Those accounts

which relate to profits and losses, income and expenditures, as
distinguished from capital accounts which relate to assets and
liabilities.

A m . Enc.

A revenue account is used by non-trading concerns to determine
the amount of net income earned.

It is charged with the debit

balances of all nominal accounts and credited with those with
credit balances.

Tipson.

Theory.

Shows the amount of business done—the amount of expenditure—and the amount of surplus or profit.

Montgomery-Dicksee.

A n account of the revenue derived from the business in which
we are engaged; in other words an account of our gross gain or
profit.

Rahill.

Note.

This takes into consideration only the

profit side of what is usually called a Revenue Account.

Another

definition by this author includes items of cost, expenses or losses.

Revenue
Expenditures

Expenditures made in connection with the running expenses of the legitimate business of the firm

or corporation concerned.

Am. Enc.

What is spent to earn a revenue.

Tipson.

Theory.

That which is made to conduct a business, but by means of it
no permanent asset is acquired.

Tipson.

Auditing.

Whatever is expected to be consumed during the earning period
should be charged to revenue.

Cole.

If it has only had the effect of putting the earning power of
the undertaking upon the same footing as that which had previously obtained—it must be charged against revenue.

Mont-

gomery-Dicksee.
Revenue

They are distinguished from capital receipts by

Receipts

being exclusively derived from the sale or exchange

of the commodities which the company was organized to buy and
sell, the excess of receipts over expenditures constituting net
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profit, or added actual capital—as money received from customers'
accounts.

Am. Enc.

Revenue Receipts are all the other (than capital) sources of
income of a business.

Tipson.

Theory.

Made to cover all profits whether realized in cash or not, even
when arising from an estimated rise in value of fixed assets, or
when not incidental to the nature of the business.

Montgomery-

Dicksee.
Receipts derived as the direct result of our trading, as distinguished from capital receipts resulting from the sale of capital
stock, or the proceeds of bonds, mortgages, etc.

Rahill.

S
Selling
Expense

That portion of expense of a business which consists of commissions, salaries of salesmen, and other

expenditures which can be allocated to the cost of selling goods.
A m . Enc.
Single Entry

A

method of keeping accounts which does not

record a debit for every credit, and which does not furnish a trial
balance or provide for any check on the accuracy of the work on
the books of account other than that of calling back the postings
or entries.

A m . Enc.

Where each amount is only recorded on one side of the ledger,
either as a debit or a credit.

Tipson.

Involves no particular system.

Theory.

It merely records charges to

customers and obligations to debtors (sic) ; it therefore is a mere
memorandum of indebtedness.
Sinking Fund

Rahill.

A n amount set aside to provide against anticipated

losses on redemption of debentures, expiration of leases, etc., and
specially invested.

. . .

A species of financial arrangement

by means of which a fund is created to redeem or extinguish a
debt either already incurred or about to be incurred.

.

.

.

The

distinction between sinking funds and reserve funds is that the
former is a sum set aside and specially invested, thereby appearing on the balance sheet as an asset.

The sinking fund represents

cash invested; the reserve fund represents undivided profits, and
may at any time at the option of the directors be transferred for
purposes of dividend.

A m . Enc.
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A fund set aside out of assets and accumulated at interest for
the purpose of meeting a debt.

Tipson.

Auditing.

Such funds must always be utilized in something which can be
converted into cash at once.

Cole.

A n amount set aside and specifically invested for the purpose
of meeting a future loss upon redemption of bond issued at a
discount, renewal of leases, etc.

Montgomery-Dicksee in treating

of liabilities.
A fund set aside or created out of the revenues of a company
into which we sink the funded debts of a company at the time of
their maturity.

Rahill.

Created by payment of an annual sum, to the amount of which
bonds are cancelled, such bonds being singled out by means of
drawings which take place at stated intervals.

Drawn bonds are

repayable at any time, and cease to bear interest from the date
on which they fall due.

Keister.

A certain sum set aside to provide for the payment of bonds,
or other obligation maturing at some future time—treated as an
asset and usually draws interest.
Surplus

Keister.

T h e excess of assets over liabilities.

credit balance of a profit and loss account.

.

.

.

Excess of assets over liabilities, including capital stock.
really undistributed profit.

Tipson.

The

A m . Enc.
It is

Theory.

Excess of resources over specific recognized liabilities.

Cole.

N e t surplus over and above all debts, reserves and fund accounts.

Rahill.

A certain portion of the annual profits set aside for the purpose of creating a fund to meet reverse in profits or unforeseen
emergencies, etc.
plus Fund.)
Surplus F u n d

( T h e same words are used to define a Sur-

Keister.
Formed by periodically setting aside a portion of

the net profits of a corporation—to provide an unspecified reserve
for contingencies.

Tipson.

Theory.

Certain portion of the annual profits set aside for the purpose
of creating a fund to meet reverse in profits or unforeseen emergencies, etc.

Keister.
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Suspense

A summary account to which are transferred the

Account

balances of doubtful accounts from the customers'

ledger, and in which they are retained until such time as they
can be definitely disposed of.

A m . Enc.

Designed to contain all items whose ultimate collection is doubtful.

Tipson.

Theory.

M r . Tipson in Auditing quotes Lisle as follows:

" A n account

opened for the purpose of having posted to it items which the
bookkeeper is unable for the time to determine the proper account
to which they should be posted."

H e then gives examples of sus-

pense accounts with credit balances.

Lisle says that a suspense

account should never be used for any other purpose.
Dicksee seems to use the term to represent accrued items in
nominal accounts on a balance sheet.
Mere temporary catch-all, used to receive items of which the
ultimate disposition is not yet known.

Cole.

A n account into which are carried all items whose ultimate
collection is doubtful, whether notes or accounts.

Rahill.

A n account which is kept to show the amount of all doubtful
accounts.

Keister.
T

Trade
Discount

Deduction

from list prices allowed to jobbers.

A m . Enc.

Deduction from list price when it is larger than a fair return
for the use of money.
Query.

Is a discount of say 1 0 % or more in 30 days a trade

or a cash discount, even when forfeited by non-payment within
the time?
Trading

A n account dealing with expenditures made in

Account

the manufacture of product or purchase of goods

for sale and cost of getting such goods into a salable condition,
t o which is credited cost of goods turned over or sold in the period
covered by the account; or by the introduction of gross sales,
exhibiting the gross or manufacturing profit prior to deduction of
selling and general administrative expense.

It

should

include

nothing that will not vary with the amount of production.
Enc.
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A trading account is resigned to show the gross profit on trading, i. e., the total excess of the amount charged for goods sold
over their purchase price together with any expense attendant on
their acquisition.

The purpose is to show the amount of pur-

chases, sales, returns by customers, returns to creditors and the
expenses attending same.

Tipson.

Theory.

Shows the elements of net principal income.

Cole.

Arranged to show gross profit on goods sold, regardless of
such charges as advertising, salesmen, expenses, etc., p. 169.

But

on p. 86 travelers' expense and salaries and discounts allowed are
included and on p. 127 commissions are also included, while on
p. 79 are included general expenses, reserves for doubtful accounts, depreciation of office furniture, models and

drawings.

Greendlinger.
T h e merchandise account of a mercantile company.
is to show gross profit on trading.

Its design

It includes freight.

Deals with purchase-costs and proceeds of sales.

Rahill.

Cost includes

outlay for materials, freight, duty and other charge incidental to
the acquisition of the raw product; also labor and costs of manufacture.

Treasury
Stock
ers.

Rahill.
Capital stock unsubscribed, or of which a corporation has acquired possession from its original own-

Stock set aside for sale in order to raise working capital.

A m . Enc.
Commonly bought on the assumption that it has been paid for,
issued and returned to the treasury.

W . H . Emrich in Auditor.

Corporation treats all stock as if it were issued, and counts as
property its own stock in its treasury.

Cole, p. 94.

Issued and outstanding stock of the company that has been
donated to or purchased by the corporation and which is held subject to disposal by the directors.
stock is a misnomer.

T o style unissued stock treasury

Conyngton.

Several questions in C. P. A . examinations in different states
treating unissued stock as treasury stock.
That portion of the paid up stock of a company which reverts
to the treasury, and thereby reduces the company's liabilities without impairing its assets; hence it is that donated stock is unqualifiedly treasury stock, and that forfeited stock and repurchased
stock are, in a measure, treasury stock.
181

(Unsubscribed stock,

American

Association

Year-Book.

stock reserved by the incorporators for future sale and unpaid
subscribed stock are not treasury stock.)

Rahill.

Keister treats unsubscribed stock as treasury stock.
Trial Balance

A number of excellent definitions might be given.

T h e object in referring to the subject here is only to call attention
to the term when used in the report of ad interim

audit, instead

of the term Ledger Balances.
Suggested definition.

A trial balance is a table of the balances

shown on a ledger for the purpose of trying their accuracy.
W h e n successfully compiled it ceases to be a trial balance and
becomes a statement of ledger balances.
Turnover

A term used to designate the cost of goods sold.

(Illustration shows material and labor.)

A m . Enc.

T h e cost of goods sold during a certain period.
shows net purchases only.)

(Illustration

Renn's Auditing.

Lisle, in speaking of percentages, uses turnover as the same as
sales and as distinguished from the cost of goods.
Prime cost of the goods sold.

Rahill.

V
Voucher

A document which certifies or verifies the correct-

ness of charges for values paid out or parted with, or of credits
for values received.

A m . Enc.

Vouching consists of obtaining evidence (usually documentary)
that the transactions recorded in the books are facts.

Montgom-

ery-Dicksee.
A n y memorandum which will establish the validity of the transaction should be accepted as satisfactory.

Renn's Auditing.

W
Watered
Stock

Stock which appears on the books as fully paid
up, but for which only partial or no value has been

received, and which, therefore, represents some inflated or fictitious value.

A m . Enc.

Capital stock issued for which no value has been received.
son.

Tip-

Theory.

A n increase of the capital stock of a corporation without a
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corresponding increase in the assets of the company.
quired for less than an equivalent exchange of value.
Stock issued above the authorized capital.

Stock acRahill.

Keister.

If all the original capital stock has been issued and the company
should issue stock to pay dividends, it would be "watering."
Keister.

Working
Capital

That portion of capital used in the active operations of a business.

stock subscribed and paid,
to raise

cash.

It may consist of (a) Capital

(b) Capital stock sold to stockholders

(c) Dividends or surplus undistributed,

of purchase money of business allowed to remain
Loans from bank or
notes.

otherwise.

( g ) Proceeds of sale of

holders.

(d) Part

unpaid.

(e)

( f ) Proceeds of accommodation
bonds.

(h) Assessment on stock-

A m . Enc.

A l l assets available as cash for the carrying on of a business.
Tipson.

Theory.

A certain amount of money set aside for the purpose of conducting the business.

Keister.

MR. SEYMOUR WALTON
the report:

(Illinois), Chairman, in presenting

The report is before you, and it is perhaps neces-

sary to say but little about it.
ning.

Necessarily, it is simply a begin-

It is impossible to take up all the terms and define them,

and what the committee would like, as I understand it, would be
eventually either this committee or some other agency to recommend the proper terms to be used.

It is not simply a question of

the definition of a particular term; it is the use of terms which
perhaps are better than those we are now using.

A s an example

to illustrate my meaning, we will take the term " accounts receivable."

A s the definition is given here, it is accounts due from

debtors; the aggregate of outstanding accounts receivable upon
the books at any time.

Well, now, an account receivable is an

account which we hope or expect to receive.
broad sense.

But that is the

The restricted sense given by all accountants is

that it is accounts due from trade debtors only.

But if we allow

the use of the term accounts receivable we throw the door open
to officers and employes, bookkeepers of companies, to make
statements giving accounts receivable as so much, when really
these accounts receivable include such things as advances to em183
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ployes on account of salary, and expenses in travelers' hands
unaccounted for, and other debit accounts not strictly accounts
receivable.

If we are going to use a term in a restricted sense

which the general public uses in a broad sense, why not drop
that term and use a better term, such as " Customers' Accounts,"
or the English term of " Trade Debtors," and in that way no
person or officer connected with the company would dare put in
his overdraft as accounts receivable under the head of a trade
debt.

That, it seems to me is the important result which should

arise from the work of a Committee on Accounting Terminology.
I do not see that there is any necessity for any great amount
of discussion on the thing.

T h e work must be done by the gen-

eral body of the accountants throughout the country, a consensus
of opinion obtained after perhaps more than even a year of consideration of the different items.
mittee has to say.

I think that is all the com-

(Applause.)

Discussion.
MR. HENRY R. M .

COOK

(New

York) :

Since

creation,

humanity appears to have exercised t w o discerning functions—
definition and classification.

History teaches us that civilization

and progress, knowledge and power, are based upon and controlled by three great factors or forces:

L a w , ethics, and science.

Philosophy emphasizes that all material things are so founded,
ordered and governed.

In other words, in all our thoughts, in

all our efforts, and in all our actions, we are continually exercising
these innate powers of definition and classification.

T h e com-

mittee that has furnished us with this admirable report,

has

therefore exemplified to a marked degree the human desire and
ability in this respect.

We

are taught that the Romans

first

codified established customs and precedents into law; that the
Hebrews prepared the first written code of ethics; and that research in the arts and sciences was reduced to tangible record
by the Greeks.

So, therefore, we find that the basis of civiliza-

tion and progress is a tripod consisting of law, ethics, and science,
and the existence of this tripod is due to the innate human desire
to define, classify, and codify great principles and truths, and
record good customs.
T h e committee has commenced to build upon the tripod, and
has most unostentatiously presented us with the first results of its
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labors in the form of a report defining and classifying many
important accounting terms and phrases.

Logically, it suggests

itself that the first edition of an accounting dictionary is b e f o r e
us, and also the propriety of celebrating this occasion as t h e b i r t h
or commencement of an epoch in the history of accountancy i n
the United States. N o t in our day, Mr. President, will this great
work be completed, for the effluxion of time will be too rapid t o
synchronize with the varied progressive steps in creating o r d e r l i ness in the profession which, this and many succeeding

com-

mittees will be called upon to record, digest, classify and define.
Professional accountancy in the United States is in its infancy
as yet, in prestige and in numbers, and it will remain for the
incomers to continue and perfect the great task this Association
has commenced as indicated by the commendable report before
us.

T h e committee has given us an excellent framework upon

which to build our professional code and lexicon, and its form
and substance indicates and suggests the great and fertile field to
be covered.

It will probably take a f e w years to collect and

define the great bulk of accounting terms and phrases, it is a
task requiring deliberation—not haste.

A l l will look forward to

the time when the results of this line of work will reach a point
when it will be possible to publish a volume sufficient for the
general use of the ordinary practitioner, and adequate for the
instruction of those studying to enter the professional ranks.
It is not my intention to touch upon the details of the work
accomplished, in my judgment it is premature for any one to
differ with or criticise the standards of expression as set forth
by the committee.

So far, it is the first and only official attempt

that has been made to produce that most important, useful, and
necessary adjunct to every learned profession—a dictionary—and
it should be accepted as representing the best thought and j u d g ment of men who have made a study of the subject and given
freely of their time and intellectual effort.

Sometime in the future

our lexicon will have grown to large proportions, and amplifications of details will appear, sharp distinctions in definitions will
be drawn, authorities of law and practice will be quoted, maxims
will be collected, famous decisions will illuminate the pages, and
the dictionary of accountancy will become a veritable " Britann i c a " in massiveness, a " C e n t u r y " in modern information, a
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" Webster " in definition and derivation, and a " Stormonth " in
expression and purity.
T h e best practice is based upon the best theory, and the work
of the Special Committee on " A c c o u n t i n g T e r m i n o l o g y "
have a g r a t i f y i n g effect.

will

T h e professional accountant of to-day

must be a man of intellectual attainments, and in addition to possessing the g r o u n d w o r k or basis of liberal education, must be
familiar to a versatile degree with the most modern professional
methods and procedure.

T h e rule of thumb no longer obtains

so that in the case of those whose training and environment has
not brought them in close contact with the best practice, the work
of the committee will be specially interesting.
Permit m e to express m y appreciation of the careful

and

conscientious report submitted here to-day, and to suggest that
the labor performed by the Committee on A c c o u n t i n g

Termin-

o l o g y merits w a r m thanks at our hands.

M R . J. H . K A U F F M A N
the C o n v e n t i o n :
on this subject.

(Ohio):

M r . President, Fellows of

I concur in what has been said by M r .

Cook

I have not prepared a discussion of the report

of the Committee on A c c o u n t i n g T e r m i n o l o g y for the reason that
I do not consider it practicable to take up a general discussion
of a report of such broad scope on the floor of this convention,
especially a report which has been set up tentatively,

gleaned

f r o m various sources and presented on short notice.
I wish to impress on you, however, that it has been m y observation that this is a subject that demands early and definite action
and I believe that this Association

should proceed steadily

to

bring about the formulation of a standard code of

accounting

terminology which may be adopted f o r the use of

accountants

and all others concerned in accounts.

I m a y say further that if

this Association does not take up and standarize these terms, it
will be taken up by other organizations and associations which
are vitally interested in the same line of work.
T h e United States Census Bureau (in its Statistics of Cities)
has set up tentatively and promulgated much w o r k along this line
and has invited criticism f r o m all concerned; also, a committee on
terminology of T h e Association of A m e r i c a n Government

Ac-

countants has made a somewhat concise and comprehensive report
to that association, which is published in volume 2, page
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Accountant,

pub-

lished at W a s h i n g t o n by the association.
A

discussion of this subject cannot, at best, be but merely

started in the time at our disposal, and I think the committee
should continue its work, and with the aid of all persons w h o m it
m a y be able to interest, set up a code which would prove acceptable, not only to us, but to all interested.
T H E PRESIDENT :

(Applause.)

T h e subject is before the meeting f o r g e n -

eral discussion under the

five-minute

MR. G . D . STRACHAN

rule.

(Massachusetts) :

I was unfortunate

enough not to hear the opening of this discussion.

M a y I ask

whether it is the intention of this Association to embody this
report in the printed proceedings?
T H E PRESIDENT:
chairman

of

T h e Chair will refer that question to the

the Committee

on A c c o u n t i n g

Terminology,

Mr.

about that.

The

Walton.
MR.

WALTON:

I

don't

know

anything

Committee on Y e a r - B o o k will have to decide.

I will shift the

responsibility, since the President shifted it onto me.
MR. STRACHAN :

T h e reason I ask is that if the report is to

be printed, I think it calls for criticism or perhaps rather s u g g e s tion.
THE

PRESIDENT:

It

is quite

within

the

province

of

this

meeting to decide whether the tentative report that has been presented shall be published in the Y e a r - B o o k , or whether it shall
be kept out of the Y e a r - B o o k until w e have a final report f r o m
the committee.
M R . C . E . CORNELL

(California) :

T h e purpose of a Y e a r -

B o o k is to report the transactions of the convention.

A s this is

a report of a committee I do not see w h y it should not g o into
the Y e a r - B o o k , and still it does not follow that the terms which
are given in the report should be accepted as the terms to use.

It

seems to me, however, the proper place f o r it is in the report of
the proceedings of this convention.
M R . J . P . JOPLIN ( I l l i n o i s ) :

I might say as a member of the

A n n u a l M e e t i n g Committee that started this ball that I had hoped
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that it would g o on, something like John B r o w n ' s body.

This

report as presented by the committee is, I think, intended to be of
a tentative nature, and it should be progressive.

M r . C o o k has

referred t o it in his discussion in the same w a y .

I t might be

printed as part of the proceedings, with the statement that it is of
a tentative nature, and that the committee, or another committee,
is still at w o r k on the subject.
MR. WALTON:

T h a t is all taken care of in the report itself.

T h e report states it is only a start, and that the committee in no
way

endorses the definitions given.

T h e definitions were pre-

sented to them, and the committee simply g i v e s them as definitions
gleaned f r o m various sources.

T h e committee does not endorse

them and the Association does not endorse any definition that is
given.

A s to its being put in the Y e a r - B o o k , it does not make

v e r y much difference one w a y or the other, but I want to make it
plain that w e are not g i v i n g endorsement to certain definitions
which do not meet with general approval.
MR. W . C. NEWELL

(Boston) :

Perhaps a resolution which

I have prepared would c l a r i f y the air.

W i t h your permission,

I will present it at this time.
Resolved,

T h a t the thanks of this Association

be and

are

hereby extended to Messrs. Seymour W a l t o n , James T . A n y o n ,
and E d w a r d L . S u f f e r n , for the valuable services they have rendered to the Association during the past year as a Committee on
A c c o u n t i n g T e r m i n o l o g y ; and be it further
Resolved,

T h a t the report of that committee, together with

the discussions thereon at this meeting be referred back to the
Committee on A c c o u n t i n g T e r m i n o l o g y as constituted during the
year just closed, with the request that they add to their number
three leading economists and that the six members of the committee as it will then be constituted
Association to act as chairman.
Resolved,

select a member of

this

B e it further

T h a t this new Committee on A c c o u n t i n g

Termin-

o l o g y be and are hereby requested to define such technical words
and phrases as are commonly used by accountants, with a v i e w
to the adoption of these definitions b y this Association, and that
in accordance with the request of this committee, all members
of

this

Association

be

urged

furnishing the committee

to

with

co-operate

such disputed
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definitions as come to their notice, together with their s u g g e s tions as to what would seem to them to be the proper definitions.
B e it further
Resolved,

T h a t the committee be requested, if practicable, to

make a final report at the annual meeting of the Association in
1910.
MR.

MONTGOMERY

(Pennsylvania) :

I

second that

motion,

and at the same time I wish to comment on M r . W a l t o n ' s statement that it does not make any difference whether the report
goes into the Y e a r - B o o k or not.

I think it does make a differ-

ence.
MR. WALTON :

It makes no difference to the committee.

M R . MONTGOMERY :

I think it should.

H o w are accountants

going to consider these definitions and report to this committee or
any other committee unless they have something to start w i t h ?
I believe if that report were printed in the Y e a r - B o o k , followed
b y this resolution, so that it might be known to all w h o look at the
Year-Book

that

it is only tentative, then w e

would

have

the

thing in exactly the right shape, and those w h o receive the Y e a r B o o k would have a basis f o r correspondence with the committee.
I think it would be a v e r y great loss to us if it were l e f t out of
the Y e a r - B o o k .
MR. STRACHAN :
template

that

the

M a y I s u g g e s t that the motion does not conreport be printed

in the Y e a r - B o o k ?

The

motion as it stands does not deal with that question, but leaves it
to the decision of whoever m a y prepare the Y e a r - B o o k .
M R . C . E . CORNELL ( C a l i f o r n i a ) :

I think it would be better

if a preliminary copy of this report were sent out to all the members of the Association, say six months before the next meeting.
T h e n w e can make our suggestions, and a revised report can be
prepared.
THE

PRESIDENT:

T h a t suggestion would come up properly

under a resolution that might be offered later to print or not to
print.

T h e question now is on the resolution, which does not deal

with that particular subject.
which has been read.

Y o u have before y o u the resolution

W h a t is your pleasure?

for.)
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T h e motion presented by M r . N e w e l l w a s put to vote and
carried unanimously.
MR. STRACHAN :

I b e g to move that the proper parties be in-

structed to have a sufficient number of the committee's

report

printed and that each member of the Association be furnished
wit ha copy f r o m which to work in sending recommendations to
the committee.
MR. GREENWAY :

If they are printed in the Y e a r B o o k then

it will be before you and you do not have to look in another book.
MR. STRACHAN :

I n answer to that, I think I can s a f e l y say

that the Y e a r - B o o k will not be in the hands of the individual
members
now.

of our organization until probably six months

from

I think w e ought to g e t busy on it right a w a y .

M R . SPENCER :

It seems to me that in sending this paper out

in this w a y w e increase greatly the expense of our publication.
W e have the Y e a r - B o o k .

A l l of these matters should g o into the

Y e a r - B o o k , and should not be sent out as separate papers.

I am

opposed to the resolution.
A vote w a s taken on M r . Strachan's motion and it w a s lost.
T H E PRESIDENT :

A s the matter n o w stands, it is l e f t to the

discretion of the secretary on Y e a r - B o o k as to what portion of
the report and discussion shall be printed.
M R . E N O S SPENCER ( K e n t u c k y ) :

Is it not the understanding

that all of our proceedings are published in the Y e a r - B o o k ?
T H E PRESIDENT:

T h a t is the general understanding, but a

certain amount of discretion must be vested in the secretary to
cut out matter that is not of sufficient importance to be embodied
in the permanent record.
MR. SUFFERN :

A l t h o u g h the motion was lost which recom-

mended that a sufficient number of copies of this report should be
printed in order that every member of the Association might have
one, I still hope that some means may be provided, through instructions to the secretary, to make use of so many copies as he
may have and send the same to as many members as possible of
the Association.

I t will be seen if y o u impose upon a committee
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the duty of communicating with the members of this Association
asking their views, criticisms and comments and suggestions upon
the subject matter which is contained in the report, and if that
committee be obliged to await replies, it cannot act on such communciations until a f t e r the Y e a r - B o o k has been published and
distributed; you, therefore, make it physically impossible f o r them
to consider the suggestions and to report at the next meeting.
N o w , if this type is still standing, the expense of printing a sufficient number in addition to those w e n o w have, and sending one
to each member is inconsiderable. It could not be more than a f e w
dollars at the most, and speaking n o w not as a member of the
committee, but as an individual, in m y opinion, it would be v e r y
much better t o have this report (which in itself is incomplete or
rather inchoate—it is as complete as it could be, but it is inchoate
in the sense that it is not conclusive, and does not purport to b e ) ,
referred as it stands to the members of the Association.

The

report is in a somewhat f u g i t i v e form, if I m a y use the expression,
and its value as a record will disappear when the n e x t year ensues
if left in its present shape, but before the record f o r the year
1910 is printed it will have attained a form, if the suggestions
of the members of the Association can be obtained, which will
be fairly conclusive, fairly complete and fairly definite, which
this report is not.

I sincerely trust that some such instructions

m a y be g i v e n to the secretary, or if you f e a r the extra expense,
that the best possible use may be made of such copies as w e have.
Members m a y then communicate with whomsoever constitutes the
committee, in order that the benefit m a y be had of such suggestions as they m a y have in mind.
T H E PRESIDENT :
M R . SUFFERN :

D o you make that as a motion ?

Y e s , I offer that as a resolution, that the sec-

retary be instructed to distribute such copies as he m a y have of
this report to as many members as he m a y be able to reach through
the different societies.
MR. W .

F. HALL

(Massachusetts) :

M r . S u f f e r n has thor-

ough knowledge of the subject, h a v i n g been one of the committee.
A

vote w a s taken upon

M r . S u f f e r n ' s motion, and it

carried.
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Probably no department of accounting has g i v e n accountants
so much trouble as that indicated in a general w a y by the subject assigned to me.

F e w of us would argue against s h o w i n g in

some w a y on the books of an operating business, the estimated
amount of the depreciation of the plant.

Some of us might not

agree with any submitted scheme for such showing, but the idea
that depreciation is g o i n g on further than can be offset by current repairs is too well fixed in our minds as a fact to admit of
much dispute.
Backing

away

f r o m the

intricacies

involved

from a

close

examination of any particular kind of plant, and t a k i n g a broad
v i e w of the subject in general, there seem to be three points
which project themselves into sufficient prominence for ordinary
observation.
They are:
(a)

L e g a l requirements.

(b)

Various theories.

(c)

Practical difficulties.

W e accountants are placed in a difficult position in not having in our profession, a court of last resort.

T h e opinion of one

prominent expert accountant m a y conflict with that of
in a g i v e n set of facts.

W h i l e this is equally true of

another
lawyers'

opinions, should their differences become important, they

will,

before the controversy has proceeded far, come into a court of
law where the question m a y be decided one w a y or the other.
I f dissatisfied with the result of the court in which their case is
heard, the losing side m a y appeal to a higher court, but sooner
or later some court of l a w says in effect, to one attorney, " y o u
are right," and to the other attorney, "you are w r o n g . "
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H a v i n g no court of the last resort of our own in which to
decide disputed points of accounting practice, w e must turn to
the decisions of the courts of law for help in doubtful cases.

This

is quite a natural thing for us to do, for the reason that each and
all points of accounting practice, where the interests involved are
of such a nature that litigation will result, must finally be brought
to the law courts for determination.

W h i l e there are many d i f -

ferent w a y s in which questions involving our subject m i g h t be
brought up, the most ordinary cases coming before the courts
are

those arising out of payment of dividends.

T h e s e cases are

brought into courts by creditors, receivers and shareholders of
corporations, and are usually for the recovery f r o m the directors
or stockholders, the amount of dividends claimed to have been
u n l a w f u l l y paid.
A l m o s t all of our state legislatures have enacted in their corporation

laws,

requirements

that

except under certain conditions.

dividends

shall

not be

paid

W h i l e I have not examined the

statutes of every state, extracts f r o m a f e w will be sufficient to
show the general condition of the laws, so far as the legislatures
of

the various

states have passed on the matter of

unlawful

dividends.
In the following I have quoted only so much of the acts as
show the prohibition.

T h e penalty usually is the recovery of the

amounts u n l a w f u l l y paid, f r o m the directors voting or acquiescing
in the dividend.
E X T R A C T S FROM S T A T E

Delaware—"

STATUTES.

N o corporation created under the provisions of

this act, nor the directors thereof, shall make dividends

except

f r o m the surplus or net profits arising f r o m the business.

Divi-

dends m a y be paid in cash or capital stock at par, but otherwise
the corporation shall not divide, withdraw, or in any w a y p a y to
the stockholders, or any of them, any part of its capital stock, or
reduce its capital stock, except according to this act, etc."
Iowa—"If

the directors or any other officers or agents of any

corporation shall declare and pay any dividend when such corporation is k n o w n by them to be insolvent, or any dividend, the
payment of

which

would

render

it insolvent

diminish the amount of its capital stock, etc."
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the directors of any incorporated company

shall declare and pay any dividend when the corporation is insolvent, or any dividend, the payment of which would render it
insolvent, or which would diminish the amount of its capital
stock, etc."
Maine—"Corporations

not created for literary, benevolent, or

banking purposes, shall not divide any of their corporate property, as to reduce their stock below its par value, until all debts
are paid, and then only for the purpose of closing their concerns,
etc."
Massachusetts—"For

declaring or assenting to a dividend if

the corporation is, or thereby is rendered, bankrupt or insolvent,
to the extent of such dividend, etc."
Minnesota—"If

the directors shall pay a dividend when such

corporation is insolvent, knowing such corporation to be insolvent,
or that such dividend would render it so, or when its payment
would render it insolvent, etc."
Michigan—"If

the directors of any such corporation shall

declare any pay a dividend when the corporation is insolvent, or
any dividend, the payment of which would render it insolvent,
knowing such corporation to be insolvent, or that the payment
of such dividend would render it so, etc."
Missouri—"If

the directors of any corporation shall know-

ingly declare and pay any dividend when the corporation is insolvent, or any dividend, the payment of which would render it
insolvent, etc."
Montana—"The

directors

of

corporations

must

not

make

dividends except from the surplus profits arising from the business thereof; nor must they divide, withdraw or pay to the
stockholders, or any of them, any part of the capital stock, etc."
Nevada—"The

directors of every corporation created under

this act shall have power, after reserving over and above its
capital stock paid in, such sum, if any, as shall have been fixed by
the stockholders, to declare a dividend among its stockholders
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o f the whole of its accumulated profits, in excess of the amount
so reserved, and pay the same to such stockholders on demand,
etc."
New

Hampshire—"No

dividend shall be made, and no part

o f the capital stock shall be withdrawn or refunded to any o f
the stockholders, when the property of the corporation is insufficient, or will thereby be rendered insufficient for the payment o f
all its debts, etc."
New

Jersey—"The

directors of a corporation shall not make

dividends except from its surplus, or from the net profits arising
from the business of such corporation, nor shall it divide, withdraw, or in any way pay to the stockholders or any of them, any
part of the capital stock of such corporation, or reduce its capital
stock, except as authorized by law, etc."
New

York—"The

directors of a stock corporation shall not

make dividends, except from the surplus profits arising from the
business of such corporation, nor divide, withdraw, or in any
way pay to the stockholders, or any of them, any part of the
capital of such corporation, or reduce its capital stock, except as
authorized by law, etc."
North

Carolina—"No

corporation shall declare and pay divi-

dends except from the surplus or net profits arising from its
business, nor when its debts, whether due or not, shall exceed
two-thirds of its assets, nor divide, withdraw, or in any way pay
to the stockholders, or any of them, any part of its capital stock,
or reduce its capital stock, except according to this chapter, etc."
North

Dakota—"That

the directors of corporations must not

make dividends except from the surplus profits arising from the
business thereof, nor must they divide, withdraw, or pay to the
stockholders, or any of them, any part of the capital stock, etc."
Oregon—"If

the directors of a corporation declare and pay

dividends when the corporation is insolvent, or which renders it
insolvent, or diminished the amount of its capital stock, etc."
Rhode

Island—"If

the directors of any such company shall
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declare and pay any dividend when the company is insolvent, or
any dividend, the payment of which would render it insolvent, etc."
Texas—"If

the directors of any corporation shall knowingly

declare and pay any dividends when the corporation is insolvent,
or any dividend, the payment of which would render it insolvent, etc."
Washington—"It

shall not be lawful for the trustees to make

any dividend except from the net profits arising from the business of the corporation, nor divide, withdraw, or in any way pay
to the stockholders, or any of them, any part of the capital stock
of the company, nor to reduce the capital stock of the company,
unless in the manner prescribed in this chapter, etc."
West

Virginia—"If

the board declare a dividend by which

the capital of the corporation shall be diminished, etc."
A n analysis of the foregoing shows that the various legislatures have not all had the same object in mind, when the
statutes from which these extracts were taken were formed.
Some states seem to regard insolvency as the test by which
it may be determined whether or not dividends must be withheld.
profits.

Others insist that dividends shall be paid only out of net
Still others prohibit the payment out of the capital stock

of the company.
I recommend a careful study of the acts of the various states,
as the many questions concerning "net profits," and what constitutes impairment, will probably arise in states in which little
if any thought has heretofore been given to them.
T h e charter and by-laws of a corporation form the law of
that corporation, subject, of course, to the state and national laws.
Within recent years the by-laws of some corporations contain
clauses to the effect that dividends shall be paid out of net profits
only.

In some cases the method of determining what constitutes

net profits is sufficiently described, so that it is comparatively
easy for the accounting officer of the corporation to frame his
accounts.

Examination of the charter and by-laws of each cor-

poration should be made by public accountants in connection with
the financial accounts, to see if they throw any light on the subject of deductions from income.
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COURTS.

T h e decisions of the courts in the various states are by no
means uniform, and one of the most difficult things to do is to
d r a w some general rule f r o m the decisions.

I t would seem that

each one w a s decided on its own particular set of

The American

and English

Encyclopaedia

facts.

of Law, Vol. No.

9, under the head of "Liability of Directors," sums up the acts
and the cases in the following l a n g u a g e :
" T h e directors of a corporation, by the fraudulent disposition of its capital, or a distribution of the same a m o n g its stockholders in the shape of dividends, are liable to the corporation,
its creditors, receivers, trustees, or other persons acting for the
benefit of creditors and appointed to wind up the affairs of the
corporation after insolvency.

T h e general ground of this liabil-

ity of the directors is either that they are guilty of a f r a u d in
k n o w i n g l y impairing the capital of the corporation at the expense
of its creditors, or that its financial condition at the time of the
declaration of the dividend was such that they are charged with
notice of

merely

by

s h o w i n g that they were ignorant of the true state of affairs.

its

existence

and

cannot

escape

liability

If

this would be revealed by an exercise of the ordinary care which
the

law

requires, they

are

guilty

of

culpable

negligence.

If

guilty neither of fraud nor of such negligence in declaring the
dividend, they are not liable.

W h a t would amount to culpable

negligence in the management of corporate affairs, and in the
preservation of its capital is dependent largely on the nature of
the business in which the corporation is engaged, and the liability of the directors in this regard is determinable in view of that
fact as well as of the other circumstances of the particular case."
T h e cases are v e r y conflicting as to just what constitutes a
withdrawal

of

capital.

The

following

language,

taken

from

M o r a w e t z , on " P r i v a t e Corporations," seems to express the general v i e w of a large number of cases decided both in E n g l a n d
and the United S t a t e s :
" I n determining whether a company is entitled to pay a dividend to its shareholders, the property acquired f o r permanent
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use in carrying on business may be valued at the price actually
paid for it, although it could not be sold again except at a loss.
A n d even although the business of the company should prove
less profitable than was anticipated, and the value of the whole
concern, and consequently of the shares representing it, should
greatly depreciate in actual value, it would not be necessary to
accumulate the profits until the depreciation had been made up
and the value of the shares again raised to par.
quired is, that the whole capital originally

A l l that is re-

contributed by

the

shareholders, shall be put into the business and kept there; that
no part of it shall be taken out again, directly or indirectly, and
given back to the shareholders."
W h i l e there are some cases which would seem to

indicate

that dividends may be declared even though the ordinary repairs
have not been made to the plant, it seems to have been held by
the m a j o r i t y of the court decisions that so long as the actual
things constituting the capital of the corporation be not paid out
to the stockholders, and ordinary repairs are made so the plant
is kept in good w o r k i n g condition, dividends may be paid, even
though depreciation has not been taken care o f .

T h e s e courts

seem to hold the view that the original cost of the plant is represented by certain items which must be kept intact, that is, not
intact so far as depreciation is concerned, but intact so far as
the actual thing is concerned.

In other words, so l o n g as the

plant remains as a plant, with all the different parts present, the
capital is said to have remained intact.

I f , for instance, the cap-

ital paid in to a corporation was $500,000, and consisted at the
end of any given period of $500,000, including the manufacturing plant at its original

figure,

good book accounts and cash,

after deducting liabilities, the capital would be intact.

A n y gains

over and above that amount would be surplus assets not f o r m i n g
a part of the capital.

T h e surplus would be available for divi-

dends.
T h e r e are, however, here and there throughout the

states,

cases that seem to show that the courts have taken a more critical
v i e w of the subject of the depreciation of capital.
SON vs.

In R I C H A R D -

B U H L , 7 7 M I C H . 632 ( 1 8 8 9 ) , the court approved of the

f o l l o w i n g statement:
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" T h a t the first thing to be done by any manufacturer, who
would ascertain his net earnings during the preceding year, is
to take a careful inventory of what he has left, including his
plant and machinery, and then make just and full allowance for
all losses and shrinkages of every kind that he has suffered in his
property during the year, and for all expenses of every kind,
ordinary or extraordinary, that have occurred during the year;
and having made such inventory, and deducted such losses and
shrinkages of every kind, his net earnings will be the difference
between all his investments in his business and all his expenses
of every kind on the one hand, and this new inventory, with the
deductions properly made, and all that he has received of every
kind on the other hand; and if his books are properly kept and
proper deductions made, these net earnings will finally appear
on the balance sheet, to the credit of the profit-and-loss account."
T h e above case seems to express in very clear language just
what ought to be done by a corporation before it declares dividends, but it must be remembered that this is by no means a
universal rule of law.

O n the contrary, the majority of the deci-

sions which I have examined seem to make clear that if the
original capital remains intact, so far as the thing itself is concerned, and has not become utterly worthless by depreciation, to
the extent that it is known to be practically worthless, no deduction need be made from the profits to offset the depreciation before dividends may be declared and paid.

T h e courts view dif-

ferently, in many cases, suits by creditors or receivers to recover
alleged illegal dividends from applications by stockholders themselves to restrain directors from paying dividends.

In the former

case, it must, as a rule, be clearly shown that the directors knew
or ought to have known that the capital had been seriously impaired ; and in the latter case, more consideration would be given
to the physical condition of the plant as to its maintenance; but
as a general proposition the courts have been inclined to leave
the question of propriety of dividends to the judgment of the
directors.
It must be remembered, however, that considerable

change

in method has manifested itself in the accounting departments
of various public service, industrial and manufacturing corporations during the past f e w years.
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time is along the lines of more study of the subject of depreciation, and its effects upon the plant values.

It seems to me that the

M i c h i g a n case referred to above, although decided in 1889, e x presses what will eventually be the thoughts of the courts when
the subject is properly presented before them.
law book text-writers

A number of the

under the subject of dividends seem to

recognize this as the correct principle, although they are forced
to state that it is not universally maintained up to the present
time.
STATE

RAILROAD

COMMISSIONS.

M a n y of the states have organized commissions for the supervision of railroads and other public service corporations.

Inquiry

of all the states produced replies so far, s h o w i n g that in Idaho,
N e w M e x i c o and M a r y l a n d , no railroad commissions have been
formed.

T h e railroad commissions of the f o l l o w i n g states have

issued no orders
ments:

regarding

depreciation, renewals

or

replace-

V e r m o n t , N e w Jersey, N e w Hampshire, Massachusetts,

Maine, Missouri, Montana, Louisiana, N o r t h Dakota,
Kentucky,

Florida,

California, Connecticut, A r i z o n a ,

Nevada,
Alabama,

South Carolina, R h o d e Island, N o r t h Carolina.
F r o m correspondence and pamphlets received f r o m the foll o w i n g states it would appear that the commissions have no special orders regarding the subject, but are inclined to follow the
Interstate

Commerce

arise before t h e m :

Commission's

rulings

in

such

cases

as

O r e g o n , Minnesota, Kansas, Iowa, Illinois,

Indiana, Arkansas, T e x a s , Pennsylvania, Georgia, M i c h i g a n , V i r ginia, Ohio.
Several of the states have given the subject considerable study
and have issued orders directly bearing upon the subject, to various corporations coming under their control.

F r o m the pamph-

lets and orders received, it would seem as though the states of
New

Y o r k and Wisconsin have gone

into the matter

further

than any of the other states, while the states of O k l a h o m a and
N e b r a s k a have taken u p the subject, but in less detail.

I t will

b e seen that there is no uniformity in legislation on this subject
in the states, and in many states no attention whatever has been
paid to the subject, and in others the Interstate Commerce C o m mission's rulings are looked to f o r guidance in any special cases
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It is interesting to examine the

orders issued by the four states referred to on these particular
subjects.

T h e y are as follows:
S T A T E OF N E W

YORK.

T h e Public Service Commission of the state of N e w

York

issued three pamphlets on uniform systems of accounts of corporations, one for gas corporations, adopted October 21, 1908,
one

for street

railroad corporations,

adopted

September

22,

1908, one for electrical corporations, adopted December 1, 1908.
S o far as the description of the items affecting depreciation, renewals and replacements are concerned, the wording is the same
in all

three pamphlets, taken from the pamphlet on gas corpora-

tions as follows, page N o . 6 :
"Renewals Defined—Renewals include all extensions of terms
of years in land and tangible fixed capital, and all extensions of
the life period of franchises and other intangible fixed capital."
"Replacements Defined—Replacements include all substitutions
for capital exhausted or become inadequate in service, the substitutes having no greater capacity than the things for which
they were substituted.

When a substitute has a

substantially

greater capacity than that for which it is substituted, the cost of
substitution of one of the same capacity as the thing replaced
should be charged as a replacement and the remaining portion
of the cost of the actual substitute should be charged as a betterment."
P a g e No. 7.

Section N o . 20.

Withdrawals or Retirements—

" W h e n anything is withdrawn or retired from service, the amount
at which such thing stood charged in the capital account shall
be credited to the capital account in which it stood charged at the
time of withdrawal, and the entry of such credit shall cite by
name and page of book or other record, the original entry of
cost of the thing withdrawn.

If there is no such original entry,

that fact shall be stated in connection with the credit entry and
the actual amount originally charged shall be credited.

If such

amount is not known it shall be estimated, the facts upon which
the estimate is based shall be shown and the amount thus estimated to be the original charge in respect of such thing withdrawn shall be credited."
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P a g e No. 25, Section No. 37, says: "Reserves—Reserves shall
be classified as permanent and temporary."
"Permanent

Reserves D e f i n e d — B y

permanent

reserves

are

meant those that must be maintained intact during the life of the
corporation."
Under "Other Permanent Reserves," page No. 2 5 — " C r e d i t to
this account all reserves not above provided for, created to remain
intact until the dissolution of the corporation.

A separate sub-

account shall be created for each particular purpose for which a
reserve is raised, and the purpose of the reserve shall be designated in the title of the account thereof and shall be expressed in
full in the first entry in such account."
"Accrued

Amortization of

Capital—Credit

to this

account,

such amounts as are charged from time to time to 'Operating E x penses,'

or other accounts to cover depreciation of plant and

equipment, and other amortization of capital.

W h e n such cap-

ital is retired from service, the original money cost thereof (estimated, if not known, and where estimated, that fact, and the
facts upon which the estimates are based shall be stated in the
entry), less salvage, shall, except as provided in Account G 100,
'Fixed

Capital,

count.

T h e amount originally entered or contained in the charges

December

31,

1908,'

be

charged

to

this

ac-

to any capital account in respect of such capital so going out of
service shall be credited to such capital account and any necessary adjusting entry made to the appropriate sub-account under
the account 'Corporate Surplus or Deficit.'"
"Other Required Reserves—Credit to this account all required
reserves not elsewhere provided for.

T h e first entry of a credit

to this account with respect to any particular reserve shall show
the purpose of the reserve, and every subsequent entry with respect to that reserve shall designate the reserve to which it
relates."
"General A m o r t i z a t i o n — G a s — C h a r g e to this account month
by month, the amount estimated to be necessary to cover such
wear and tear and obsolescence and inadequacy as have accrued
during the month in the tangible gas capital of the corporation,
such portion of the life of intangible fixed capital as has expired
or been consumed during the month, and the amount estimated
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to be necessary to provide a reserve to cover the cost of property
destroyed by extraordinary casuality, less the amount charged
for that month to the various repair accounts in gas operating
expenses.

T h e amount charged

(or credited)

shall be concurrently credited (or charged)

to this account

to the reserve ac-

count No. 374, 'Accrued Amortization of Capital.' "
"Note A — U n t i l otherwise ordered, the 'amount estimated to
be necessary to cover such wear and tear and obsolescence and
inadequacy as have accrued during'

any month shall be based

on a rule determined by the accounting corporation.

Such rule

may be derived from a consideration of the said corporation's
history and experience during the preceding five years, and the
accrual may be on the basis of amount of gas sold.

Amortization

of intangible capital shall likewise be based on rule.

Whatever

may be its basis, such rules and a sworn statement of the facts
and expert opinions and estimates upon which they are based,
shall be filed with the Public Service Commission on or before
January 1, 1909; each amendment of any such rule and a sworn
statement of the facts and expert opinions and estimates upon
which amendment is based shall be filed with the Public Service
Commission before it is used by the accounting corporation, and
shall show the date when it is to be effective.

Such rules and

statements shall be filed upon sheets nine and one-half inches by
twelve inches, and shall be entitled
the accounting

'Rule of t h e — ( h e r e naming

corporation)—concerning

amortization of

cap-

ital.' "
"Note

B—When

any

capital

is retired

from

service, the

amount (estimated if not known), originally charged to a capital account in respect thereof shall be credited to such capital
account, and, (except as provided in account No. G-100,

fixed

capital, December 31, 1908), the original money cost of such capital, less salvage, if any, shall be charged to the reserve account,
'Accrued Amortization of Capital,' any necessary adjusting entry being made in the proper account under
or Deficit.'

'Corporate Surplus

W h e n capital is substantially continuous and can-

not be satisfactorily individualized, it shall be kept in efficient
operating condition through repair, and the renewals and replacements of parts thereof shall be considered repairs.

In the

case of buildings, towers, bridges, trestles and other separate
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readily

individualized,

this account must be sufficient to provide

charges

(in respect of

to

such

capital, and except as provided in A c c o u n t G-100, ' F i x e d Capital,
December 31, 1908'), in the account, ' A c c r u e d Amortization of
Capital,' by the time such structures g o out of service, a reserve
equal t o the original money cost thereof, less salvage, to which
account such original cost, less salvage, shall be charged."
"Amortization

of L a n d e d

account at the close of

any

Capital, P a g e 5 0 — C h a r g e to this
fiscal

period

such portion of

the

original money cost (estimated if not k n o w n ) of landed capital
as is necessary to cover the proportion of the life thereof expired
during such period."
" N o t e A — T h e amounts charged to this account shall be concurrently credited to A c c o u n t N o . 374,

'Accrued

Amortization

of Capital.'
" N o t e B — W h e n any landed capital expires or is otherwise
retired f r o m service (as e. g., through sale), the capital account,
or other indicant account (if a n y ) , originally charged therewith,
shall be credited with the amount originally charged, the account
'Accrued

Amortization

of

Capital'

shall

be

debited

with

all

amounts theretofore credited to such account in respect of such
landed capital so g o i n g out of service, the appropriate

account

shall be debited with the proceeds of sale (if a n y ) , and any necessary adjustments shall be made through the 'Corporate

Surplus

or Deficit' account.
P a g e 5 2 — " A m o r t i z a t i o n Elsewhere Unprovided F o r — C h a r g e
to this account, such amortization as is not elsewhere provided
for.

T h i s account provides f o r all optional authorization, such as

that of discount on stocks outstanding, abandoned property, etc.
"Appropriations to R e s e r v e — C h a r g e

to this account all

op-

tional appropriations to reserves."
S T A T E OF W I S C O N S I N .

"Required R e s e r v e s — D e p r e c i a t i o n R e s e r v e — T o this account
shall be credited monthly, or as they are made, all charges to the
depreciation account of the individual operating systems
inbefore described),

the

income

f r o m the

investment

(hereof

any

money, or f r o m any security belonging to the depreciation reserve
and any other appropriation which may have been made to it.
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" W h e n through wear and tear in service casualty, inadequacy,
supersession or obsolescence, any building, structure, facility or
unit of

equipment originally

charged

to capital

is no

longer

economically reparable, and in order to keep the productive capacity of the plant up to its original or equivalent state of efficiency, it is necessary to make a complete replacement of such
buildings, structure or unit of equipment, the money cost of the
original unit replaced and charged to capital (estimated, if not
known, and if estimated the basis thereof shall be shown in the
record entry), shall be charged to the depreciation reserve, and
the excess cost of the substituted unit over such original unit
shall be charged to the appropriate capital account.
" W h e n any building, structure, facility or unit of equipment
originally charged to capital is retired from service and not replaced by any other unit of similar nature or equivalent thereto,
the original money cost thereof

(estimated if not known, and

if estimated the basis thereof shall be shown in the record entry),
shall be charged to capital in respect to such unit so being retired
shall be credited to the capital account to which it was originally
charged, and any adjustments necessary made through the surplus account.
" T h e salvage or scrap value of any unit of equipment retired
from service or replaced by any other unit will be credited to this
account.
" A n analysis of the charges and credits to this reserve will
be called for in the annual report to the Railroad Commission.
This analysis will show the charges and credits with respect to
each operating system, and the nature of the charges with respect
to the class of tangible capital for whom they are made."
"Amortization R e s e r v e — T h i s account shall be raised to provide for the amortization of intangible capital in service.

T o it

shall be credited monthly, or as they are made all the amounts
charged from time to time through operating expenses to the
account

'Amortization Reserve Requirements,'

which account is

to be set up where the nature of the capital occasions the setting
up of this reserve.

Such reserve shall also be credited with all

accumulations resulting from the investment of any moneys or
the interest or dividends from any securities belonging to it.
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" A n analysis of the charges and credits to this reserve will be
called for in the annual report to the Railroad Commission.
"Optional

Reserves:

Maintenance

Reserves—This

reserve

may be raised by those telephone utilities which operate equipment the repairs to which are occasioned only at remote intervals
and are then so considerable in amount as to cause wide

fluctu-

ations in the operating expenses for the division of operation or
the group of expenses of which the maintenance account in question is a part.
"Depreciation—Every public utility shall carry a proper and
adequate depreciation reserve to cover the full replacement of all
tangible capital in service.

There shall be opened a depreciation

account for each operating system of the utility to which shall
be charged monthly, crediting depreciation reserve, an amount
equal to one-twelfth of the estimated annual depreciation of the
tangible capital in service of the operating system, or as near that
amount as the finances of the property will permit.

Tangible

capital comprises all land and its improvements and all interest
in land the term of enjoyment of which is one year or more from
the date of grant, buildings and structures and all equipment
and apparatus used and useful in the furnishing of

telephone

service and having an expectation of life in service of more than
one year.

Hand and other small portable tools, because of their

liability to loss and theft, are to be treated as part of the operating expenses of the year in which they were purchased.

The

estimate here required shall be made upon a rule designed to
effect by its uniform application during the life of the tangible
capital in service a charge into operating expenses of the total
original cost of such capital less its salvage or scrap value upon
retirement."
" W h e n any building, structure, machine, facility or unit of
equipment which at the time of its construction or installation
was classified as tangible capital becomes, through

wear

and

tear, economically irreparable, the substitute therefor, having substantially no greater capacity than the unit for which it was substituted, shall be charged to the "Depreciation Reserve" account.
" W h e n , however, the building, structure, machine, facility or
unit substituted has a substantially greater c a p a c i t y t h a n t h a t for
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which it was substituted, the cost of the substitution of one of the
same capacity as the unit replaced shall be charged to the depreciation reserve account and the remaining cost of the actual substitution shall be charged to the appropriate construction
equipment account.

and

T h e details of the deduction on account of

depreciation and the basis thereof will be called for in the annual
report to the Railroad Commission."
T h e separate pamphlets issued contain orders to g a s utilities,
water utilities, electrical utilities, the remarks regarding depreciation, etc., being the same in each case as the quotations referred
to as applying to "Telephone Utilities."

S T A T E OF O K L A H O M A .

T h e Corporate Commission of O k l a h o m a issued an order to
be in full force and effect on and after July 1, 1909, to all steam
railroads or railway companies, street or electric railroad companies, express companies, sleeping car companies, pipe line companies, or persons, operating and doing business as common carriers within the state of Oklahoma, to all telephone, gas, electric
and telegraph
defined as

companies, and any other companies which

"Transportation

Companies,"

"Transmission

are

Com-

panies," or " P u b l i c Service Corporations" in law, operating and
doing business within the state of Oklahoma, and to all persons
w h o m it may concern.
U n d e r these orders a classification of operating expenses for
steam roads is stated as f o l l o w s :
"Maintenance of w a y and structure," 23 accounts, with no depreciation accounts.
"Maintenance of equipment," 52 accounts, a m o n g which are
the f o l l o w i n g :
S t e a m L o c o m o t i v e s — R e p a i r s , renewals and depreciation.
Electric L o c o m o t i v e s — R e p a i r s , renewals and depreciation.
Passenger T r a i n C a r s — R e p a i r s , renewals and depreciation.
F r e i g h t T r a i n C a r s — R e p a i r s , renewals and depreciation.
Electric Equipment of C a r s — R e p a i r s , renewals and depreciation.
Floating

Equipment—Repairs,
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W o r k E q u i p m e n t — R e p a i r s , renewals and depreciation.
U n d e r the heading of " O p e r a t i n g A c c o u n t s for Electric L i g h t i n g and P o w e r Plant Companies," no provision is made in the
accounts for depreciation, renewals or replacements specifically.
I n the operating
provision

is made

expense

for

accounts

depreciation,

for gas

renewal

companies,

and

no

replacement

specifically.
I n the operating expense accounts for express companies, under the head of "Maintenance," are the f o l l o w i n g :
C a r s — R e p a i r s , renewals and

depreciation.

V e h i c l e s — R e p a i r s and renewals, but no depreciation.
I n the classification of operating expenses f o r electric railw a y s , under the head of " W a y and Structures," appears, " D e p r e ciation of W a y and Structure."

U n d e r the head of " E q u i p m e n t "

appears "Depreciation of Equipment."
T h e order applying to electric railways refers to the Interstate Commerce

Commission, R u l e N o .

13, and at the bottom

states as f o l l o w s :
" A n y electric railway company m a y use either of the operati n g expense accounts, designated Class A , or Class B , as prescribed by the Interstate Commerce Commission in its 'Classification of O p e r a t i n g Expenses of Electric R a i l w a y s , First Issue,'
provided this commission is notified in writing of such purpose
by said company."

S T A T E OF N E B R A S K A .

In reply to an inquiry to the State R a i l w a y Commission of the
state of Nebraska, in regard to laws regarding the uniform classification

of accounts

for corporations, they state that only one

pamphlet on this subject has been issued, and that is for telephone companies.
In this circular, marked N o . 37, on page N o . 1 1 , in explanation of the asset account N o . 15, depreciation reserve:
"Charges

against

this account

should be made

during

the

operating year when money is paid out on account of operating
equipment discarded as useless and replaced."
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T h e f o r m for trial balance on page N o . 10 shows account N o .
15, on the asset side, "Depreciation Reserve," and on the liability side in the same ledger, account N o . 22 as "Depreciation R e serve."

T h e explanation of the liability account called

"Depre-

ciation R e s e r v e , " is:
" T h i s account should be credited with the total amount that
the reporting company carries into the new year by reason of the
asset account not being reduced to the present true value as of
July 1, 1909.

It is preferable that the asset account should be

depreciated in the opening trial balance rather than be put in at
higher values than the condition of the plant justifies, and credit
taken in the depreciation account for the amount the board of
directors m a y think the plant should be reduced f r o m the original
cost.

It is expected that by July 1, 1910, the commission will be

able to suggest some depreciation percentages which can be used
for a satisfactory basis for taking care of this matter."
In the t w e n t y - f o u r accounts on page N o . 14, no provision is
made for the annual charges to depreciation.
O f course these various state railroad and public service commissions have jurisdiction only over the corporations doing business in their respective states.

In most of the states in which

commissions have been formed, the jurisdiction has been assumed
over railroad corporations only.

Others have taken into their

jurisdiction, other public service corporations, but in no case, so
far as I have been able to see, has the state attempted to regulate
the keeping of the accounts of
any class.

manufacturing corporations

of

Corporations coming within the description of com-

mon carriers are now under the jurisdiction, for certain purposes,
of the Interstate Commerce Commission.
INTERSTATE COMMERCE COMMISSION

ORDERS.

It has been seen that many of the state commissions, either
public service or simply railroad commissions, have followed the
Interstate Commerce Commission's rulings, and even where the
states have created their o w n commissions, in many of these the
regulations regarding our subject have been copied either in full
or in part f r o m the Interstate Commerce Commission's

regula-

tions.

impor-

It would, therefore, seem to be of considerable

tance, in a consideration of this subject as applied to common
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carriers, to turn to the act to regulate commerce, and see what
our national government has to say regarding the accounts.

The

authority to require accounts to be kept in certain form is contained in Section No. 20 in the A c t to Regulate Commerce, as
amended June 29, 1906, and April 13, 1908, extracts from which
are as follows:
" T h a t the commission is hereby authorized to require annual
reports from all common carriers subject to the provisions of
this act and from the owners of all railroads engaged in interstate commerce as defined in this act; to prescribe the manner
in which such reports shall be made, and to require from such
carriers specific answers to all questions upon which the commission may need information.

Such annual reports shall show in

detail the amount of capital stock issued, the amounts paid therefor, and the manner of payment for the same; the dividends paid,
the surplus fund, if any, and the number of stockholders; the
funded and floating debts and the interest paid thereon; the cost
and value of the carrier's property, franchises and equipments;
the number of employees, and the salaries paid each class; the
accidents to passengers, employees, and other persons, and the
causes thereof; the amounts expended

for improvements

each

year, how expended, and the character of such improvements;
the earnings and receipts from each branch of business and from
all sources; the operating and other expenses; the balances of
profit and loss; and a complete exhibit of the financial operations
kept by a carrier, or who shall wilfully destroy, mutilate, alter, or
of the carrier each year, including an annual balance sheet.

Such

reports shall also contain such information in relation to rates or
regulations concerning fares or freights, or agreements, arrangements or contracts affecting the same as the commission may require, and the commission may, in its discretion, for the purpose
of enabling it the better to carry out the purpose of this act,
prescribe a period of time within which all common carriers subject to the provisions of this act shall have, as near as may be, a
uniform system of accounts, and the manner in which such accounts shall be kept.

T h e commission shall also have authority

to require said carriers to file monthly reports of earnings and
expenses or special reports within a specified period, and if any
such carrier shall fail to file such report within the time fixed by
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the commission, it shall be subject to the forfeitures last above
provided, and it shall be unlawful for such carriers to keep any
other accounts, records or memoranda than those prescribed or
approved by the commission, and it may employ special agents
or examiners, who shall have authority under order of the commission to inspect and examine any and all accounts, records and
memoranda kept by such carriers.
A n y person who shall wilfully make any false entry in the
accounts of any book of accounts or in any record or memoranda
by any other means or device, falsify the record of any such account, record or memoranda, or who shall wilfully neglect or
fail to make full, true and correct entries in such account, record
or memoranda of all facts and transactions appertaining to the
carrier's business or shall keep any other accounts, records or
memoranda than those prescribed or approved by the commission, shall be deemed guilty of a misdemeanor, and shall be subject, upon conviction in any court of the United States of competent jurisdiction, to a fine of not less than one thousand dollars
nor more than five thousand dollars, or imprisonment not less
than one year nor more than three years, or both such fine and
imprisonment."
In the classification of operating expenses as prescribed by
the Interstate Commerce Commission in accordance with Section
N o . 20 of the A c t to Regulate Commerce, third revised issue, on
page No. 10, Prof. Henry C. Adams, in charge of statistics and
accounts, says as follows:
"Consideration

of Depreciation—A

number of

points

have

been raised by correspondents relative to depreciation, that call
for the following general statements, all of which bear upon the
manner in which depreciation accounts should be treated:"
"1. T h e question of depreciation is fundamentally a question
of value, and not a question of maintaining the original capacity,
or a standard of operating efficiency, or of keeping full the numbers in equipment series.
"2.

T h e depreciation rules may be worked either on the basis

of the value of individual cars and locomotives, or on the basis
of the value of series of cars and locomotives.

O n this point ac-

counting officers are at liberty, until advised to the contrary, to
follow whichever method seems to them the more appropriate."
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T h e basis of accumulation—that is to say, the amount to

which the percentage rate is applied—ought, in strict theory, to
be the original cost.

For the current year, however, accounting

officers are at liberty to accept original cost (estimated, if not
known),

record value, or purchase price.

T h e term

'record

value,' should not be interpreted to mean the value of the equipment as it stands in the capital account (unless that account represents the original value of the equipment on hand), but the actual
cost or value of all equipment, regardless of where charged when
purchased; and in case purchase price be accepted as the basis
of the percentage charge to depreciation, the percentage
should be limited to the rate required to replace the price paid.

rate
A

second-hand locomotive, for example, is not called upon to provide for its replacement, when abandoned, by a new locomotive.
A s stated above, it is values and not locomotives with which depreciation charges deal."
"4.

T h e application of depreciation charges for the current

year and subsequent years must not be influenced by the practice
of years past.

In case property has been appreciated by excessive

charges to operating expenses in years past, the value thus placed
in the property must be regarded as a permanent undivided asset
to the stockholders.

O n the other hand, in case property has de-

preciated on account of insufficient charges to operating expenses
in years past, this fact must not be permitted to influence the
determination of the depreciation rate for the current year."
"5. The monthly charges to operating expenses for 'depreciation' on the several classes of

equipment

will

of

necessity,

create or require corresponding liability accounts to which such
depreciation may be credited.

T o that end, carriers will be re-

quired, beginning July 1, 1907, to set up an appropriate liability
depreciation account for each of the several classes of equipment
upon which depreciation is charged.

These accounts should be

designated as follows:"
" (a )

Locomotives—Replacement.

(b)

Passenger Train

(c)

Freight Train Cars—Replacement.

Cars—Replacement.

(d)

Electric Equipment of Cars—Replacement .

(e)

Floating Equipment—Replacement.

(f)

Working Equipment—Replacement."
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" T o these replacement accounts should be credited monthly
the amount of accrued depreciation on each class of equipment, respectively.

Such credits should invariably equal the gross charges

to maintenance for depreciation."
" T o these several replacement accounts under their appropriate heads should be charged, at cost, all equipment purchased,
built or otherwise acquired for the purpose of maintaining the
value of a carrier's equipment."
" T h e monthly charges to operating expenses for 'renewals'
of the several classes of equipment will be similarly treated."
" I t is not intended that these accounts should be restricted to
individual cars or locomotives, or that carriers are not at liberty
to renew or replace equipment upon which depreciation has accrued prior to the retirement of such equipment.

O n the other

hand, the several amounts standing to the credit of those replacement accounts should be available to carriers for the purpose of
replacement of equipment to the extent of such credits; however,
all replacements in excess of such credits must be considered as
betterments or additions, and charged either to income or to
capital."
In this pamphlet is a description of the operating expenses
and the nature of the items treated in the various accounts.

The

accounts are divided into five groups as follows:
I.
II.
III.
IV.
V.

Maintenance of W a y and Structures.
Maintenance of Equipment.
Traffic Expenses.
Transportation Expenses.
General Expenses.

Prof. Henry C. Adams acknowledges that the accounts are
not complete, and recognizes that there is a possibility that a discussion of the rules prescribed by the commission relative to depreciation would disclose considerable divergence of opinion so
far as accounting methods are concerned; he states that they
are inconsistent in that they apply to maintenance of equipment,
while making no recognition of depreciation in the case of maintenance of way and structures, an inconsistency which is especially embarrassing when the proper method for the treatment of
reserves for rails, ties and the like, is under consideration.
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Under the head of Maintenance of W a y and Structures there
are 27 accounts, including the following:
W o r k Equipment Repairs.
W o r k Equipment Renewals.
W o r k Equipment Depreciation.
W o r k Equipment—Renewals is described as follows:
" T h i s account includes the original cost (estimated, if not
known), record value, or purchase price, of all work equipment
condemned, destroyed or sold, less:
"(a)

Amount previously charged for depreciation up to the

date of retirement.
"(b)

Scrap value of salvage, or the amount received from

sale of work equipment retired."
N o t e — " T h e term 'record value' should not be interpreted to
mean the value of equipment as it stands in the capital account,
unless that account represents the original value of the equipment
on hand."
W o r k equipment depreciation is described as follows:
" T h i s account includes a monthly charge representing depreciation on work equipment.

This monthly charge should be com-

puted at a certain rate per cent. on the original cost (estimated,
if not known), record value, or purchase price of such work
equipment.

Charges should be made to this account during the

life of the work equipment, except in cases of work equipment
which attains to greater than a normal life; in such a case
charges should cease when the difference between the original
cost, record value, or purchase price and the estimated
value shall have been charged to this account

scrap

In case of work

equipment prematurely retired, charges to this account should
cease with the charges for the month in which such retirement
occurs.

T h e sum of the monthly charges during any fiscal year

should equal the estimated depreciation during that year.
" N o t e A — W h e n work equipment is prematurely retired, the
value, less salvage, not previously taken up through charges to
this account should be charged, in the accounts for the months
in which retired, to account No. 44, ' W o r k Equipment Renewals,'
as provided in the text therefor.
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" N o t e B — T h e sum of the monthly charges to this account
should equal the value lost through depreciation in respect to a
particular work equipment, and together with a charge to 'Work
Equipment—Renewals,' and value of salvage or amount received
from sale, should provide a reserve for replacement of the work
equipment when retired."
Under the second grouping called "Maintenance of

Equip-

ment" there are 29 accounts, including:
Steam

Locomotives—Repairs.

Steam

Locomotives—Renewals.

Steam

Locomotives—Depreciation.

Electric

Locomotives—Repairs.

Electric

Locomotives—Renewals.

Electric

Locomotives—Depreciation.

Passenger Train

Cars—Repairs.

Passenger Train

Cars—Renewals.

Passenger Train Cars—Depreciation.
Freight Train

Cars—Repairs.

Freight Train

Cars—Renewals.

Freight Train Cars—Depreciation.
Electric Equipment of Cars—Repairs
Electric Equipment of

and

renewals.

Cars—Depreciation.

Floating

Equipment—Renewals.

Floating

Equipment—Repairs.

Floating

Equipment—Depreciation.

S o far as renewals and depreciation are concerned the following is the text of the orders.
"Steam Locomotives—Renewals" is described as follows:
"This

account includes the original cost

(estimated, if not

known), record value, or purchase price of all steam locomotives
condemned, destroyed or sold, less:
"(a)

Amount

previously

charged

for depreciation

up

to

date.
"(b)

Scrap value of salvage or the amount received from

sale of steam locomotives retired.
" N o t e A — S t e a m locomotives permanently retired from service, but held, pending disposition, should be written out of service
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through this account, and carried in an appropriate material account at a nominal valuation, or at actual scrap value if determinable.
" N o t e B — T h e term 'record value' should not be interpreted
to mean the value of equipment as it stands in the capital account,
unless that account represents the original value of the equipment
on hand."
"Steam Locomotives—Depreciation " is described as follows :
" T h i s account includes a monthly charge representing depreciation on steam locomotives.

This monthly charge should be

computed at a certain rate per cent, on the original cost

(esti-

mated, if not known), record value, or purchase price of such
steam locomotives.

Charges should be made to this account dur-

ing the life of the steam locomotives, except in cases of steam
locomotives which attain to greater than a normal life; in such
a case charges should cease when the difference between

the

original cost, record value, or purchase price and the estimated
scrap value shall have been charged to this account.

In case of

steam locomotives prematurely retired, charges to this account
should cease with charges for the month in which such retirement occurs.

The sum of the monthly charges during any fiscal

year should equal the estimated depreciation during that year.
"Note A — W h e n steam locomotives are prematurely retired,
the value (less salvage), not previously taken up through charges
to this account, should be charged, in the accounts for the months
in which retired, to account No. 26, 'Steam

Locomotives—Re-

newals,' as provided in the text therefor.
"Note B — T h e sum of the monthly charges to this account
should equal the value lost through depreciation in respect to a
particular
'Steam

steam locomotive, and together with the charge

Locomotives—Renewals,'

and

value

of

salvage

to
or

amount received from sale, should provide a reserve for replacement of the steam locomotive when retired."
T h e wording is similar enough in the description of the accounts f o r —
Electric Locomotives—Repairs, renewals and replacement.
Passenger Train Cars—Repairs, renewals and replacement.
Freight Train Cars—Repairs, renewals and replacement.
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Electric Equipment of C a r s — R e p a i r s , renewals and replacement.
Floating

Equipment—Repairs,

renewals and

replacement,

to obviate the necessity, for the purpose of this paper of the repetition of the orders f o r each account.
T h e grouping

of

Traffic E x p e n s e s

includes eight

accounts,

none of them being "repairs, renewals or depreciation."

The

Transportation Expenses include 47 accounts, none of which are
"repairs, renewals or depreciation."

Group N o . V . — G e n e r a l E x -

penses, includes eleven accounts, none of which are "repairs, renewals or replacements."
Depreciation is referred to in other accounts, as, for instance,
under the head of Ballast, which is one of the sub-accounts under
Maintenance of W a y and Structures.

O n e of the items

going

into the account is described as "depreciation of machinery permanently used on g r a v e l pits and quarries."
T h e f o r e g o i n g are extracts concerning depreciation, operating
accounts and renewal accounts directed by the commission to be
charged to operating expenses. It will be seen that so far as common carriers doing an interstate business are concerned, these
orders constitute the law at the present time.
A n analysis of the situation shows t h a t :
(a)

A l l common carriers doing an interstate business are

n o w required to keep their accounts in a certain specified w a y .
(b)

T h a t a number of public service corporations, including

common carriers, are required by various states to keep their accounts in a certain specified w a y .
(c)

T h a t there are no laws concerning our subject as yet in

force to regulate the accounts of manufacturing and many other
kinds of corporations.
TAXATION.

Besides the question of payment of dividends out of capital,
is the other serious question of taxation.

Some taxes on plants,

manufacturing, industrial, public service and others are

levied

upon gross receipts, others upon valuations of property, and still
others, upon value of the stock according to the books.

What-

ever taxes are levied upon gross receipts will not be affected by
217

American

Association

Year-Book.

the book valuation of plants, but taxes levied upon the valuation
of stock would be largely affected by the treatment on the books
of depreciation.

T h e book value of the stock would, of course,

show in the excess of the assets over the liabilities.

If that e x -

cess is reduced by a proper provision f o r depreciation, then the
book value of the stock would be reduced, and the t a x would be
less to that extent.
real

estate

and

I f the t a x is levied upon the value of the

improvements,

without

regard

for the

other

items, then the proper reduction of the book value should represent as nearly as possible the true value of the plant, and would
naturally affect the amount of the assessment.

A l m o s t all states

require corporations to make reports of some kind to the state
authorities for the purpose of l e v y i n g taxes, and it would seem
that all corporations

should pay v e r y careful attention to the

matter of depreciation, in order that their taxes m a y be justly
levied.

If the depreciation exists, it should be shown, in order

that the actual value of the property may form the basis of the
taxation, instead of the original cost.

CORPORATION T A X

ACT.

T h e subject of depreciation will become very important at the
end of the present calendar year, when corporations prepare their
reports to the Internal Revenue Department, under the act of
Congress passed A u g u s t 5, 1909.

B y this act, "every corporation,

joint stock company or association organized for profit and havi n g a capital stock represented by shares, shall be subject to pay
annually a special excise t a x equivalent to one per centum upon
the entire net income over and above $5,000, received b y it f r o m
all sources during such year."
In ascertaining the net income there may be deducted, a m o n g
other things, a "reasonable allowance for depreciation, if any."
While, as I have said, no regulations have been formulated,
directing that the accounts of manufacturing corporations be kept
in any specified w a y , the wide-reaching effect of this corporation
income t a x should cause an immediate consideration of the question of depreciation by all corporations, excepting the small concerns whose incomes do not reach $5,000 per year.
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Heretofore the matter of depreciation has been thought to be
largely a matter of a private nature, concerning no one outside
of the corporate management.

While there are now, and have

been, many officials who have given careful consideration to this
subject, they are few in numbers compared to the immense aggregate of corporations whose officials have not treated the matter as
one for serious thought.
But now, since the act of A u g u s t 5, as soon as the management of corporations become aware that this is a matter of dollars and cents to them, great interest will be taken, and much
discussion of all the depreciation theories and traditions will be
started.
Of

course the first thought of officers of corporations will

be that the tax is unconstitutional, and it is more than probable
that an attempt will be made to upset it, the preliminary step
being taken by some large corporation, in the form of a petition
to the court for an injunction restraining the local deputy collector of internal revenue from collecting the tax.
T h e large amount of the tax that will be collectible from some
of our large corporations will be sufficient to create active interest in testing the constitutionability of the act.

Whatever the

final disposition of the act, it will not be safe for any corporation
officer to rest upon the possibility that it may not ultimately affect
his corporation.

Even if the act should be declared unconstitu-

tional the collection of tax on income may be delayed only a
short time.

E f f o r t is now being made to have the state legisla-

tures authorize a change in the national constitution, in order
that there may be no question regarding the power of Congress
to levy taxes on incomes.
T h e corporation officials will naturally turn to public accountants for advice regarding depreciation, in an effort to ascertain
the proper amount that should be deducted from income, and the
position of many of us will be reversed from that of urging a liberal amount of depreciation, to that of counselling a conservative
calculation.
T a x e s are dreaded by all classes of people, and corporation
taxes are sought to be reduced or avoided by many corporations,
as a matter of principle.
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T h e act just passed will effect depreciation to the extent of
$10 on each $1,000, so that it is not difficult to see that a liberal
amount of depreciation will be shown in the reports of all corporations at the end of this and future years.
W e shall have to take the subject up in all seriousness and
attempt to so fit ourselves that w e may g i v e g o o d counsel.

Many

of us will be called upon for the first time to certify to the depreciation reductions f r o m the income account for the current calendar year, only a little over t w o months f r o m the time of this
meeting.
S u m m i n g up the law as bearing upon depreciation, it seems
that :
(a)

A l l common carriers must

show depreciation charges in

reports to the Interstate Commerce Commission.
(b)

In some states public service corporations must

show

depreciation in their reports to the state authorities.
(c)

A l l corporations may

show depreciation as deductions

f r o m income, in their reports to the Commissioner of
Revenue.

Internal

W h i l e this is not obligatory, it is l a w f u l to make rea-

sonable deductions for depreciation, and will probably be attended
to quite universally.
(d)

R e g a r d i n g dividends, as a general rule corporations may

pay dividends without providing for depreciation unless it is well
known and extensive enough to constitute utter disregard of the
maintenance of the property, but caution should be exercised in
such payment, for the reason that when such matter is brought
into court f r o m n o w on, the subject of depreciation and the directors' responsibility therefor is likely to be more intelligently
presented to and considered by the court.

VARIOUS

THEORIES.

I do not entirely agree with those of m y brethren w h o think
that w e must remember that the accounts examined by us belong
to our clients, and f o r that reason w e must take the accounts as
w e find them, without insisting that they should be kept in any
specified w a y , nor a m I in accord with those w h o would assume
to be dictators of accounting methods.
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T h e latter class of public accountants can dictate to only unimportant concerns, and the former may have to yield their own
opinion at times to those of the accounting officers of their clients.
Should we not remember, as well, that we are called upon to
certify to the correctness of balance sheets prepared for various
purposes?

A l l corporations listed in the stock exchange are re-

quired to publish annual statements.

It is quite common for such

corporations to have these statements certified by public accountants.

While it is true that it is the accounts belonging to the

corporation that we are examining, when we know that accuracy
of the statement certified to by us does not alone effect our client,
but further than that, it effects the public, to whom it is presented,
we ought, in all conscience, to study the financial statement in
all its parts, and as a whole, to determine whether, in our opinion
(not in the opinion of the directors) the statement represents the
true financial position of the corporation.

It should be remem-

bered that the public understands that it is our

opinion which

is expressed.
While we have no authority to direct any client to charge a
specified amount to operating expenses for depreciation, we do
have the right to determine whether the failure to provide for
depreciation shows its effect in the balance sheet.
There are undoubtedly many different opinions regarding the
treatment of depreciation.

Those of the most intelligently

ex-

pressed with which I have come in contact, may be roughly divided into three classes:
T h e first is represented by Professor Adams, who thinks that
when carried to the final analysis, the question of the formal
depreciation charges to operating expenses, is simply a question
of what constitutes cost of operation, and the time when such cost
shall be acknowledged in the accounts; and that, through the use
of that asset in operation, there is created an item in the cost of
operations which should be reflected in the accounts when the
effect of such depletion takes place; and that a statement of net
revenue made without including this element of cost in operating
expenses, is an erroneous statement.
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T h e opposite view appears to be represented by Mr. Frederick
A . Delano, president of the Wabash Railroad, who, in an interesting pamphlet on the "Application of Depreciation Charges in
Railway Accounting," thinks that there is practically no depreciation in a railroad, for the reason that a thorough overhauling of
various parts of equipment is made periodically, at which time
they are restored to a condition as good as new.

H e further

argues that the appreciation of the value of the railroad, due to
the opening up of new territory, and the gradual increase in business, on the average, is more than the depreciation, and points
out that the present capitalization of the American railroads on
a mileage basis, after deducting the stocks and bonds of one corporation owned by another so as to avoid duplication of

figures,

is shown by the most recent investigation of the Interstate Commerce Commission to be only slightly more to-day than it was
twenty or thirty years ago, which, according to his view, is evidence that many railroads have charged many betterments and
improvements either to operating expenses or income account. H e
further argues very strongly for the necessity of

flexibility,

and

that the directors of each corporation are the best judges of when
they may make depreciation charges.

H e says that: "Practically,

corporations, whether they be mercantile, manufacturing or railroad, are subject to very wide fluctuations in their receipts, and
are frequently compelled to cut the coat according to the cloth."
Again, he urges, that including depreciation charges in the operating expenses is in reality including in the actual expenses a fictitious charge, and refers to it as expenditures in the operating
expenses which have not actually been made and are regarded as
"padding" accounts.

H e quotes in his pamphlet from a circular

issued by the American Railway Association, a summary of a report of

a special committee of

the association containing the

consensus of views of railroad officials on the question of depreciation.

Paragraph No. 12, headed " A

Practical Solution," is

as follows:
"There has been no better argument on the whole subject than
that contained in Comptroller Hahl's paper of October 7, 1907,
from which the following paragraph is quoted:

'Appreciating,

therefore, all the difficulties and cost which the keeping of equipment accounts as contemplated by the commission will impose
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upon the railways, without any practical compensation therefor,
the writer expresses the hope that the commission will amend its
rules by omitting altogether the provision for depreciation, and
amend the provision for renewal to represent the current cost of
replacing all equipment vacated.

This change will furnish the

commission with reliable data about the depreciation which has
been carried into the operating expenses of the railway and enable it to order adjustments suitable to each case if any such
should be necessary.'"
T h e third view is advanced by Daniel Royes, assistant editorin-chief of the Railway

Age,

in an article appearing in the April

25, 1908, copy under the title "Depreciation Electric Railway A c counting."

H e recognizes that there is a depreciation, which he

describes as follows:
"Depreciation is that deterioration of the physical property
which is not made good by current repairs."

H e further states:

" T h e depreciation of equipment which ultimately results in the
need for renewals is an accrued liability, and should have a place
in the balance sheet.

This being true, the corresponding debits

should appear somewhere in the accounts."
H e thinks, however, that they should be made to income and
not to operating expenses, for the reason that depreciation is not
an expense, because it may not involve the payment of money,
and second, because depreciation goes on independent of operation.

Especially is the latter true of that class of depreciation

caused by advancement of the arts, sometimes designated as that
due to obsolescence or supersession.

It seems that his idea is to

have set aside a portion of the income to a depreciation reserve
account :
" T h i s need not curtail the payment of dividends, but if dividends are paid, these entries will perform the important function
of showing the stockholder that his dividends have come out of
capital and not out of profits, and show the bondholder that his
security is being impaired."
Summing up the foregoing theories, it would seem that all
agree that there is a depreciation in theory; some deem it as an
actual

operating

expense;

others

regard

it

as

a

matter

not

to be taken into the operating account, for the reason that the
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depreciation, as applied to railroads, is offset by

appreciation;

and others, that depreciation is not an operating expense, but it
should be, without doubt, deducted from the income account.
Among

public accountants, various views

regarding

treat-

ment of these accounts have been expressed, and the published
reports of corporations audited by them, show that the accountants in each individual case, endeavored to do the best they
could under the circumstances in which they found themselves in
making an examination.

Coming into close contact, as they do,

with the management of the large public service and manufacturing corporations, they are necessarily more or less inclined towards making the best of the situation as they find it, without
suggesting any radical changes.

So long as they are certain that

the statement of financial condition is honest, they do not feel
inclined to raise objections to the method by which the statement
is produced.

Furthermore, there is and must be, from a con-

sideration of the human qualities involved, a natural sympathy
between

the management

and the auditor.

This

relation, of

course, does not affect the auditor's honest judgment if he finds
himself at variance with the management of a corporation, but
unconsciously he finds himself in somewhat the same position as
the lawyer does towards his clients when they are subject to attack or criticism from outside sources.

This is particularly no-

ticeable between the railroad auditors and the Interstate

Com-

merce Commission regarding the method of keeping the accounts,
and the various questions which arise calling for interpretation by
the commission.

M a n y of these questions have been previously

submitted by the railroad officials to the accountants, and others
come to their notice first in published statements of the differences between the commission and the railways affected.

The

public accountant finds it difficult to occupy a perfectly impartial
position in his effort to analyze and solve the difficulties of the
situation. If he has been employed for several years by a corporation whose accounts have been under his supervision, it may
easily be the case that his supervision has not been quite as authoritative as he would like, and the accounts are not kept in
just the way he would recommend, still, on the whole, his examinations are thorough and establish a belief in the honesty of the
management, and a conviction that the officials of the corporation
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know their particular business better than an outsider can; thus
his sympathy is most naturally inclined toward the view of the
practical situation as expressed by his clients in their argument
with the commerce commission.

Furthermore, there are many

questions of accounts subject to two or more perfectly honest,
but widely different opinions.

Perhaps none is so noticeable, in

the operating accounts of common carriers as that arising from
the orders of the commission regarding the subject of "repairs and
renewals." From the orders of the commission, it will be seen that
it is intended that all repairs to locomotives, for example, whether
large or small, whether costing but a few cents or many dollars,
are to be charged in the operating expenses under the head of
"repairs to locomotives."

Some public accountants differ widely

from this view, claiming that while ordinary, meaning, of course,
small and inexpensive

repairs, are proper operating

expenses,

renewals of important parts of the locomotives should not be
charged to operating expenses, because they tend to increase the
usefulness of the locomotive and prolong the period in which
it may be retained in service.

Their view is that these renewals

should be charged against the depreciation accumulation, called
" replacement"

account

by

the

commission,

and

not

against

operating expenses.
Some of those who have criticised the Interstate Commerce
Commission's

order

have

urged

that

any

arbitrary amount

charged off monthly would probably produce reserves within any
given time within the contemplation of those estimating the life
of the machine, greater than the total value of the machine.

In

other words, the reserve finally will be greater than the value of
the plant.

It is not contemplated by the commissioners, as I

understand it, that a certain fixed amount once calculated must
be adhered to.

If any amount of depreciation charged off peri-

odically proves too large, a reduction in the amount can, and
should be made in order that the actual depreciation will fit, as
nearly as human judgment can make it fit, with the actual physical wearing out of the machine.

T h e president of one of the

railroads says that after the first ten years there is practically no
depreciation in the equipment, as it is maintained through repairs.

Conceding that this is true, then the annual amount of
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depreciation would be slight, but it is inevitable that it is something, for the reason that sooner or later, each article of equipment is replaced by others.
Furthermore, it is argued that depreciation charges in operating expenses would be too high if based upon the estimated life
regardless of renewals for the reason that renewals would tend
to prolong the life of the equipment beyond the originally estimated life on which depreciation was calculated.

T h e difficulty

of the situation is to determine where to draw the line between
ordinary repairs which would be charged to operating and repairs of such a nature as would properly be chargeable, not to
operating, but to the depreciation accumulation.

The

account-

ants who urge a separation of such charges see the difficulty, but
think it would not be greater than the difficulty experienced in
separating other items into various classifications of expense.
A s I view this subject, the argument of the accountant is not
sound from an accountant's standpoint.

I think I would find

great difficulty if I were obliged to determine just what repairs
would prolong the life of the locomotive, and just what would
not.

It seems to me that any repairs, however small, would have

a tendency to increase the efficiency and prolong the length of
time during which the locomotive could be operated.

T h e re-

placing of a screw or a bolt, or a nail or a key, or painting of
the exposed iron or steel would tend to prolong the life of the
locomotive just as much in principle, though less in amount, as
would the replacement of a crank shaft.

T h e only difference,

as I see it, is in the dollars and cents involved; and in order to
draw a definite line somewhere, someone would have to determine that repairs up to a certain amount in dollars and cents
would arbitrarily constitute ordinary repairs, and repairs amounting to more than the fixed amount would constitute renewals,
and, according to this accountant's theory, be properly chargeable to depreciation fund.

O n the other hand, the position in

which the commission places railroads, is that of making a double
charge to operating for the same thing.

If all repairs must be

charged to operating expenses, whether great or small, and the
discarded locomotive must also be charged to operating, on top
of the regular monthly charge for depreciation, it will be seen that
a greater amount will be charged to operating expenses than is
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Of course the government does not fix any

amount which must be charged to monthly operating expenses for
depreciation. T h e amount may be large or small, according to the
judgment of the railroad management; and it would seem that
if repairs, whether great or small, are to be charged to operating, as well as the defunct equipment itself, then the depreciation
charge would necessarily be very small.

T h e use of the replace-

ment accounts by the commission seems to be for the purpose of
providing for new equipment when the old equipment is worn
out.

In other words, while the account is just an account, pure

and simple, and as such merely

represents the transfer of

a

charge in one profit and loss to a credit in another, the commission contemplates that the credit to the various replacement accounts amounts to a fund for the purchase of new equipment,
saved out of the earnings.

In fact, new equipment must be

charged against the replacement accounts, but, it will be noted,
not until the new equipment purchased to take the place of the
old discarded equipment is purchased.

In my opinion, it would

have been, from the commission's point of view, more nearly
correct theoretically, to have all the repairs charged to operating, and when the equipment becomes defunct, charge the book
value against the replacement account direct; the credit being,
of course, to the capitalized equipment account.

T h e name " R e -

placement Account" would not exactly fit the account, which,
under this method might better be called "Depreciation

Accu-

mulations."

It is not compulsory upon the railroad to purchase equipment
to take the place of defunct equipment, and when they do, instead of charging it to capital account or operating expenses, as
has been formerly .done in many cases, they are now required to
charge the cost against the replacement account.

O f course the

commission has been confronted with the necessity of fixing some
arbitrary rule, which may appear harsh in itself in order that
the flexibility of repairs and renewals desired by railroad managers may be eliminated.
If

each road is allowed to charge equipment purchased to

operating, or to capital, as they please, when they feel that they
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can afford to do it, the flexibility of the account would defeat the
very purpose of the commission, which is to obtain accurate, reliable and uniform statements.

N o w that all repairs, whether

great or small, must be charged to repair account, it is very evident that the statement of the railroads will show whether or
not they are kept in proper repair.

T h e commission thinks that

this information can best be obtained by taking away from the
railroad management, the difficulty of deciding whether certain
repairs should be charged to operating and others to betterment
or some other account.
While the position of the commission does not seem sound
from an accurate accounting standpoint, it is designed to show
wide discrepancies in operating expenses of different roads, if
they exist.

For this purpose " flexibility " must be taken out of

the problem arbitrarily, unless some one can devise a method by
which railroad accountants can draw a line between ordinary repairs, and those tending to prolong the life of equipment.

RAILROAD REPORTS.

A n examination of the published reports of twenty-two of
the largest railways, shows a very wide difference in the treatment of "depreciation, renewal and replacement accounts" in
the balance sheets.

It is probable that after the railroads have

had time to conform to the requirements of the Interstate Commerce Commission that these accounts will be stated more uniformally.

A t the present time, however, they have not fallen into

any regular method.

No. of
road
1
2
3

Date of
Balance sheet
Dec. 31, 1908
June 30, 1908
June 30, 1908

Investment in road Renewals, Replaceand equipment
ments, depreciation
$117,000,000.00
63,000,000.00
307,000,000.00

No reserve
No reserve
Equip. replacement
fund, $870,000.00
Steamship replacement fund
$2,340,000.00
Appropriations for additions and improvements
$6,489,000.00
Reserve fund for contingencies
$1,320,000.00
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4

Renewal

Date of
Balance Sheet
June 30, 1908

and Replacement

Accounts.

Investment in R o a d Depreciation,
Reand Equipment
newals & Replacement
$152,000,000.00

5

Equipment and Replacement accounts
$366,000.00

June 30, 1908
$384,000,000.00
Equipment replacement fund
$
97,000.00
Reserve for depreciation on steamships and rolling
stock leased
$1,353,000.00
Reserve fund for betterments, additions and newequipment, no balance
Reserve fund for maintenance, renewals, etc., no
balance
6
June 30, 1908
$171,000,000.00 No reserve
7
Dec. 31, 1908
$ 30,000,000.00 No reserve
In the profit and loss account a depreciation charge
of $300,000.00 for the year is made, and, as the
balance sheet does not show this depreciation, it is
probable that certain of the assets were written
down, but the balance sheet does not show which
asset will be affected.
8
Dec. 31, 1908
$ 70,000,000.00 No reserve
9
June 30, 1908
$372,000,000.00
Reserve for improvements and for replacement of
equipment, etc
$9,400,000.00
10
June 30, 1908
$319,000,000.00
Reserve fund for maintenance, renewals, etc., no balance extended. Floating equipment and replacement fund, $3,900,000.00. Also rolling stock replacement fund, $208,000.00. Reserve for depreciation on rolling stock
$2,500,000.00
11 June 30, 1908
$253,000,000.00
Reserve for replacement of equipment.... $2,366,000.00
:
Special improvement and equipment
2,043,000.00
12
June 30,1908
$169,000,000.00
Equipment renewal
no balance
Rail renewal
no balance
Cross tie renewal
no balance
Reserve for betterments
$283,000.00
13
June 30, 1908
$404,000,000.00
Equipment, Renewals and replacements. .$1,470,000.00
14
June 30, 1908
$246,000,000.00 Equipment Replacement fund, $1,071,000
15
June 30, 1908
$388,000,000.00
Reserve for improvements
No balance
Miscellaneous special funds
$261,000.00
16
June 30,1908
$534,000,000.00
Bridge renewal fund
$ 264,000.00
Fuel reserve fund
155,000.00
Rail renewal fund
1,150,000.00
Rolling stock replacement fund
234,000.00
Tie renewal fund
831,000.00
17
Dec. 31,1908
$ 91,000,000.00 No reserve
18
June 30, 1908
192,000,000.00 Equip. Replacement
fund, $982,000.00
19
June 30, 1908
245,000,000.00 Equip. Replacement
fund, $859,000.00
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Investment in R o a d Depreciation, Renewals and Replacement
and Equipment

June 30, 1908
207,000,000.00
Improvement fund
No balance
Replacement of equipment fund
$1,051,000.00
Fund for auto couplers and air b r a k e s . . . .
29,000.00
June 30, 1908
$69,000,000.00
Additions and betterments fund
$2,300,000.00
Equipment replacements
1,025,000.00
Dec. 31, 1908
$298,000,000.00 No reserve

The detailed accounts for years past of roads numbered 1,
2, 6, 8, 17 and 22, for example, showing no depreciation would
be interesting and would probably show some method of providing for depreciation not producing definite accounts in the
balance sheet.
Many people think of one railroad as being very much like
another, and would expect to see in accounts, practically the same
result.

Few figures would show so briefly the effect of the per-

sonal equation in the operation of a railroad as the foregoing.

STREET R A I L W A Y

REPORTS.

A n examination of the published reports of ten large street
railway companies shows the following:
No. of
Road
1
2
3
4
5
6
7
8
9
10

Date of
Balance Sheet

Investment in R o a d Depreciation, Renewand Equipment als and Replacement

Dec. 31, 1908
$ 2,800,000.00 N o reserve
Mch. 31, 1908
13,000,000.00 No reserve
June 30, 1908
6,500,000.00 No reserve
June 30, 1908
120,000,000.00 No reserve
$ 42,000.00
Depreciation reserve fund
155,000.00
Contingent reserve fund
Sept. 30, 1908
$37,000,000.00 No reserve
Dec. 31, 1908
66,000,000.00 No reserve
Sept. 30, 1908
$25,000,000.00 Depreciation Fund
$700,000.00
4,700,000.00 No reserve
Oct.
1, 1908
7,900,000.00
April 30, 1908
$
7,700.00
Reconstruction fund.
179,000.00
Replacement reserve.
No reserve
June 30, 1908
$31,000,000.00

These are more uniform in the failure to provide for depreciation.
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No.
1
2
3
4

D a t e of
B a l a n c e Sheet

Accounts.

COMPANIES.

Plant Assets

Depreciation, E t c .

Dec. 31, 1908
$545,000,000.00
Depreciation reserve on p l a n t
$20,000,000.00
Depreciation reserves general
19,000,000.00
J u n e 30, 1908
$123,000,000.00 N o reserve
Dec. 31, 1908
31,000,000.00 N o reserve
J u l y 31, 1908
10,000,000.00 R e s e r v e , $20,000,000

M A N U F A C T U R I N G CORPORATIONS.

Compare the railroads with the manufacturing corporations,
an examination of the published reports of thirty-two, of which
shows the f o l l o w i n g :
No.
1
2
3
4

5

6
7

8
9

10
11
12
13
14
15
16
17
18

D a t e of
Balance Sheet
July

31, 1908

Plant Assets

Depreciation, E t c .

$20,000,000.00

Depreciation
a n d
R e n e w a l reserves
$974,000.00

J u l y 31, 1908
93,000,000.00
Reserve
for
depreciation
and
adjustment
account
$5,500,000.00
A u g . 31, 1908
27,000,000.00 R e s e r v e a c c o u n t
$100,000.00
June 30, 1908
54,000,000.00
F u n d s for e x t i n g u i s h m e n t
$ 706,000.00
F u n d s for reclining furnaces
54,000.00
F u n d s f o r contingencies
95,000.00
Dec. 31, 1908
46,000,000.00
R e s e r v e for depreciation
400,000.00
R e s e r v e for reclining f u r n a c e s
106,000.00
R e s e r v e for contingencies
32,000.00
Dec. 31, 1908
$14,000,000.00 N o reserve
A p r i l 30,1908
86,000,000.00 N o reserve
Dec. 31, 1908
10,000,000.00 R e s e r v e f o r Depreciation on p l a n t ,
$63,000.00
27,000,000.00 R e s e r v e for continD e c . 31, 1908
gencies, $773,000.00
Jan. 3 1 , 1 9 0 9
13,900,000.00 N o reserve
Dec. 31, 1908
30,000,000.00 N o reserve
Dec. 31, 1908
42,000,000.00 N o reserve
J u n e 30, 1908
45,000,000.00 N o reserve
D e c . 31, 1908
12,000,000.00 R e s e r v e f o r D e p r e c i ation, $429,000.00
15,000,000.00 R e s e r v e n o t describD e c . 31, 1908
ed, $247,000.00
J u n e 30, 1908
37,000,000.00 R e s e r v e f o r depreciation, $1,513,000
13,400,000.00 N o reserve
A u g . 31, 1908
25,0 00,000.00 N o reserve
A p r i l 30, 1909
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Plant Assets
79,000,000.00

Depreciation, E t c .
Contingent
fund,
$147,000.00

Jan.
31.
1909
53,000,000.00
No reserve, but $300,000.00 is deducted from the
plant, real estate, machinery, patterns, etc., on
balance sheet.
Dec. 31, 1908
45,000,000.00
General depreciation fund
$3,250,000.00
Inventory depreciation fund
105,000.00
Betterment and improvement fund. . .
9,400,000.00
Dec. 31, 1908
2,000,000.00
Relining account, and amount reserved for general
$100,000.00
repairs
Dec. 31, 1908
$96,000,000.00 No reserve
Dec. 31, 1908
7,000,000.00 Reserve for depreciation, $400,000.00
Dec. 31, 1908
6,000,000.00 No reserve
Mch. 31, 1908
74,000,000.00 No reserve
Aug. 31, 1908
45,529,000.00 Reserve for contingencies, $45,541.00
Feb. 27, 1909
$6,000,000.00 No reserve
Feb. 27, 1909
81,000,000.00 No reserve
Dec. 31, 1908
17,000,000.00
Reserve provided in accordance with
$200,000.00
Company's by-laws
May 31, 1908
36,000,000.00
Reclining and replacement funds
$532,231.27
Contingent account
2,312,555.95
Dec. 31, 1908
$1,474,000,000.00
Sinking, depreciation and replacement fund
$42,000,000.00
General construction fund to authorized appropriations
$682,000.00
Special construction fund account of
certain plant
7,000,000. 00
Contingent and miscellaneous operating funds
8,000,000.00
A m o n g the assets is a group of sinking fund reserve assets amounting
to
23,000,000.00

In a number of these reports in which no depreciation reserve appears, the president states that renewals and replacements, as has been the custom, have been charged to operating
expenses.

In other reports the auditors call attention to the fact

that no provision has been made for depreciation, and in several
cases they refer to the fact that the directors believe that no depreciation provision is necessary, as the plant has been properly
maintained.

The auditors, in making these statements, do not

give their own opinion regarding the question of whether depreciation should have been provided
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T h i s was undoubtedly the best they

could do with the situation, as they found it.
It will be seen that there is absolutely no uniformity regardi n g the accounts of large manufacturing corporations, but that
the proportion of reserve to capital in the reports seen is larger
than that of the steam roads.

I t w a s noted that a larger pro-

portion of roads show some depreciation than do manufacturing
corporations.

T h i s is undoubtedly due to the order of the Inter-

state Commerce Commission, which will in due time cause the
s h o w i n g of reserves in the reports of all common carriers.
It will further be noted that the attempts b y commissioners to
construct u n i f o r m accounts, have not been productive of uniform
results.

A comparison of depreciation and replacement accounts

as prescribed by the Interstate Commerce Commission, with the
accounts framed by the N e w Y o r k Commission and the W i s c o n sin Commission, is interesting.
I understand that at this meeting the important matter of
" terms " and names of accounts will be discussed.
rious

names

meaning

commissions,

shows

the
that

same
it

is

thing
high

used
time

by

The
these

some

va-

three

effort

be

made to establish, if possible, a definite meaning f o r names of
accounts.

Fortunately,

the

different terms used

by

the

ous commissions will not create as much confusion as at

varifirst

sight would appear, for the reason that the Interstate Commerce
Commission's

orders

are

applicable

only

to

common

carriers.

W h i l e these include electric railways doing an interstate business,
the commission has directed that the orders of the state railway
commissions

with

regard

to

depreciation

in electric

railways

should be accepted as controlling orders, rather than those of the
Interstate Commerce Commission.
RESERVES

INVESTED.

R e g a r d i n g the showing of reserve investments on the asset
side of a balance sheet, I do not find myself in harmony with
those accountants w h o would urge upon corporations the necessity or even desirability of investing its reserves in outside securities.

I a m not n o w discussing the sinking fund investments, prop-

erly so called.

N o argument can be directed against the invest-

ment of annual installments made under the requirements of a
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But a sinking fund reserve and its invest-

ment are not matters or accounts coming within the scope of
this paper.

I am now referring to the investment in outside se-

curities of the amount set aside out of the profits of a corporation as reserves for depreciation, renewal and replacements.
I see no reason for the investment of such amounts in any
thing other than the assets or working capital of the plant.

It

is a matter of common knowledge that the net income from safe
investments is lower than the amount of what ought to be earned
by a corporation in its own business.

T o say that a corporation

should take money out of its business and invest it in securities
producing a lower rate of income than is earned by that corporation is, to my mind, a mistaken notion, and carrying the reserve idea further than necessary.
Some argue that a reserve for depreciation becomes a liability which must be met, and that the only safe way to insure
the meeting of the liability is to invest the amount thereof in
some standard security.

Perhaps this would be true if there was,

in truth, any such liability, but where does the liability arise, when
does it mature, and to whom is the corporation liable for its reserves ?

If the reserves are anything other than a portion of the

profits of the corporation, stamped and set out in accounts, I
am not looking at the matter correctly.
T o charge a stipulated amount to the operating expenses as
depreciation does not cause the corporation to lose any money,
nor does it create a liability on the part of the corporation to anyone for anything.

So far as the effect on the liabilities is con-

cerned the transfer might just as well be from "Surplus

Ac-

count" to an account called "Surplus Account No. 2," it being
understood that the N o . 2 account constitutes a safeguard against
an over-valuation of the plant until it is entirely wound up.

The

splitting up of the amount so transferred producing charges to
various operating expense accounts, does not change the character of the credited account provided, of course, that the intention is the same in both cases.
A n y investment of depreciation reserve would ordinarily be
made from cash in hand.

T h e particular cash invested may, or

may not be a part of the profits earned, but it can rarely be so
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Accounts.
T h e r e seems to be

no natural relation between the reserved profits and the investments of cash in securities.
If the profits of a corporation are large, and cash accumulates above the amount necessary for w o r k i n g capital, the management would naturally increase the size of the plant and enlarge the output.

If the plant is as large as can be profitably

managed, then the accumulated cash shows that too much capital is retained in the business and withheld from the shareholders.

Practically, however, f e w manufacturing corporations are

operated without the use of borrowed capital, in some one or
more of its various forms, so that investments of reserves either
increase the necessity of borrowing money or prevent the reduction of the amount already borrowed.
If this is true as a general proposition, and can be coupled
to the other proposition that safe outside investments

produce

smaller returns than can be earned by the corporation, it would
seem to follow that such investments would usually
poor business management.

constitute

T h e r e may be special cases in which

such investments are wise, but such would, as I v i e w the matter,
amount to exceptions of not sufficiently frequent occurrence to
call for altering a rule applicable generally.

PRACTICAL

DIFFICULTIES.

A m o n g manufacturers there is, so f a r as I have been able to
learn, no uniform practice regarding depreciation charges.

The

subject has been discussed by a number of associations of manufacturers, but I have not been able to ascertain that the members
of any association have agreed to adopt any uniform practice.
B y f a r the greater proportion of manufacturers do not consider the subject at all seriously.

Others have in their minds

that if any depreciation charges are made at all, the amount should
be 10 per cent.

Y o u hear this f r o m iron and steel, w o o d and

lumber men indiscriminately.

T h e idea of 10 per cent. as a de-

preciation charge seems to have taken hold of the manufacturer's
mind in v e r y much the same w a y as the foundryman's rule that
10 per cent. of the weight of pig goes up the chimney.
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In speaking of the omission on the part of a client to show
depreciation

on his books, I have been more than once

with the remark:

met

" I know, you want me to charge off 10 per

cent. per year."
Writers on the subject of factory cost have attempted to set
up tables of average depreciation of different kinds of buildings
and machinery.

One of these estimates that on a worsted mill,

the annual depreciation charge should be based on the average life
of the plant as follows:
Buildings, fifty years.
Wool-combing machinery, fourteen years.
Worsted spinning machinery, ten years.
Warping and beaming, thirteen years.
W e a v i n g machinery, twenty years.
Scouring and finishing machinery, fourteen years.
D y e i n g machinery, fourteen years.
Another writer gives his views of

depreciation charges as

follows:
Milling buildings, 2½ to 5 per cent. on diminishing value.
Engines, boilers and gearing (if treated together), 4 to
per cent. on diminishing value.
Boilers (if separately), 7½ per cent. on diminishing value.
M o v i n g machinery, such as fixed tools in engineering works,
spinning and weaving machinery, etc., 5 to 10 per cent. on diminishing value.
While these percentages form a rough guide to manufacturers, it will be seen that the range of annual charge based upon
the highest figure, would be 100 per cent. greater than that based
upon the lowest.
V e r y few writers attempt to give figures except with a wide
range, and the reason for it is that no general rate of depreciation will apply to any class of corporations.

T h e subject has

been considered more or less seriously by several of the larger
associations of manufacturers and papers have been read and
discussed.

T h e American Paper and Pulp Association hopes to
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take the matter up shortly as an association matter.

In the mean-

time, testimony by individual members of the association before
a committee of House of Representatives recently seems to show
that they believe that depreciation ought to be set at not less than
5 per cent. of the cost of buildings and machinery.
T h e manager of the Philadelphia Printers' Board of Trade
says that the consensus of opinion of the progressive printers
who have given the matter consideration is that the depreciation
in the composing room is not less than 20 per cent. per annum;
the machinery, stands, furniture, etc., 10 per cent.

Many print-

ers, however, do make a flat depreciation charge of only 10 per
cent. throughout, and some limit themselves to 5 per cent.
T h e secretary of the Leather Belting Manufacturers' Association does not recall that the question has ever been discussed by
the association, but feels sure that all of the larger manufacturers
take account of it in making their yearly
The

Association

of

Agricultural

figures.

Implement

and

Vehicle

Manufacturers has never considered the subject, but most of the
individual members have either prepared figures on this question, or have employed appraisal companies to do it for them.
T h e Association of Manufacturers of Plumbing Goods in the
various lines have not taken up the subject of depreciation in
any methodical way, but have in a general sort of way.
T h e Association of Hosiery and Underwear

Manufacturers

have taken no action whatever regarding the question of depreciation.

The secretary and treasurer expressed his sense of the

importance of the question, and believes it would be greatly to
the members' interests to be more fully posted on the subject.
T h e Glue Manufacturers' Association has never considered
the matter, each manufacturer has his own arbitrary way of figuring the depreciation.

There is no uniformity.

T h e Association of B o x Manufacturers have never taken any
action.

The manager of the association states that he believes

that it is a subject in which every manufacturer is vitally interested, and he would like to see the subject acted upon at the next
meeting.
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T h e Morocco Manufacturers' Association has never considered the subject.
T h e manager of the Newspaper Publishers' Association states
that he can find no record of the matter ever having come up
for discussion at a convention.

H e believes that there is no uni-

formity in the treatment of depreciation by newspaper plants, but
he thinks that most, if not all newspapers make a charge for depreciation.
T h e Paint Manufacturers' Association has not considered the
subject.
T h e Bakers' Association has never considered the subject,
but certain of the large plants do charge off a certain percentage
each year, although there is no uniformity.
While there are many associations of manufacturers, most of
these are for trade purposes, and but few of them have organizations of such a nature that the subject of depreciation could
come before them.
One of the difficulties of the general situation is the lack of
harmony among those in control of the various public service and
manufacturing corporations regarding the desirability of
parative

figures.

com-

Those who would favor a comparison of their

operating results with those of others are generally in such a
position that a comparison would

result in showing a favor-

able

plants are

condition.

Managers

whose

not doing

well

would not favor a comparison of their results with the results
of

the more successful competitors.

This

is but

an

exhibi-

tion of human nature yet it presents difficulties to the adoption
of any uniform plan, because the larger portion of those by whom
the plan must be honestly used to be effective would probably
prefer not to be put in a position in which their weakness in
operation would, by comparison, be disclosed.
It seems to me impossible to avoid the conclusion that no general rule for depreciation can be formed so that it will be applicable to all kinds of industries.

E v e n in any one particular line,

the conditions under which plants in different sections of the
country are operated vary so that, while it is possible to obtain
a rough average length of life of the machinery used in that
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particular line, the average will not constitute a proper basis for
guidance in any one of the plants included in the figures producing the average.

T h e various climatic conditions in some por-

tions of the country cause much more rapid rusting of metals
over that of others; the extremes of heat and cold, and the variations of humidity, produce different effects upon machinery to
a remarkable extent.
While from a statistical standpoint it would be interesting to
know the average depreciation in machinery in any particular
line, it would not be of any practical use, for the reason that the
proper depreciation in each particular plant would necessarily be
either above or below the average.

If any arbitrary average fig-

ure would be adopted by one of the plants whose figures produced the average, the result in the operating expenses would be
to show false conditions; then again, machinery of the same kind
built by different manufacturers, used with as nearly the same degree of care as possible, will vary in life.

Furthermore, one of

the most important things affecting the operation of the factory
is the personal equation of the management.
take this into sufficiently serious account.

V e r y few people

T h e management in

one factory may give close personal attention to the condition
of the plant, watch the operation carefully and have competent
assistance to study the conditions under which the machinery is
operated, and see that it is carefully handled.

In another plant

the management may give little thought to such things, and their
simple demand may be that goods be produced, without regard
to the effect upon the plant.
I think it can be confidently asserted that there are no two
manufacturing plants in this country in which the management
is

sufficiently identical

in character,

ability

and

temperament

that a depreciation charge in the same amount, or on the same
percentage basis, could be correctly used in both.

This being

true, how useless it is to attempt to form averages for the life
of machines in all plants, even in the same lines of business.
It seems to me that the only way that the annual amount of
depreciation can be determined is by a study of each individual
plant, and the application of the figures representing the depreciation to that individual plant and no other.
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absolutely impossible to figure depreciation in advance is true.
This is a statement that comes under a general proposition that
the actual value of no asset can be determined until it is converted into cash.

Some one will say that the market value of

stocks and bonds are fixed and can be determined, but anyone
who will take the trouble to inquire of a banker will learn that
an effort to sell any considerable amount of stocks and bonds at
the quoted figure will immediately produce a change in the quotations.

A n y statement of values of property, real or personal,

prior to being converted into cash is, and must be, estimated pure
and simple.

It is nothing but the expression of the opinion of

the man making the estimate that, taking all things into consideration, the asset value is equal in amount of the cash at which
it is appraised.

If the appraisement is made of a going concern,

the idea is not that it would bring, if put on the market to-morrow, the particular sum appraised, but that it ought to bring today, the figure at which it is appraised, provided conditions for
the disposal of the plant are favorable.

Unless the plant has

shown great earning power, it is hardly likely that buyers would
pay the full cost of the plant as shown on the books, even though
a reasonable amount of depreciation has been taken into consideration.

If the earnings have been no more than ordinary, it is

more than likely that a sacrifice would have to be made by the
owners in disposing of the plant, so that any statement of the
condition of the plant, whether made from the books with due
consideration to depreciation or whether made from an actual
appraisal, is simply an expression of the opinion of the party
making the statement.
If that estimate is actually entered into and made in a way
calculated to show the result of good business discretion, that is
all the directors of a corporation need do so far as the law is
concerned: and if they do that, what more need they do to fulfill
all requirements of business calculations?

N o man can foresee

the future, but if he relies upon that as a complete answer to his
neglect to make some attempt to provide for the future, he will
surely find himself in a position to be criticised.
In

no

manufacturing

be considered
count of

a

part

stock of

of

plant

of any

wisdom

to

consequence would

neglect

to

take

an

supplies, raw materials, manufactured
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What-

the books may show, the actual test is considered

nec-

essary, in order that the various assets may be found intact.
How
cash!

carefully
He

is

the
not

by the cash book.

cashier

of

satisfied to

a

corporation

glance

at

the

balances
balance

his

shown

H e must verify the fact that the actual cash

is on hand or in bank.

H o w many cashiers will remain at the

office after hours, searching for a f e w cents' difference in the
cash.

T h e book value is not satisfying to them.

The

actual

amount of cash must be counted, and must correspond with the
book value.

If any overs or shorts exist, the book value will b e

adjusted, if the error cannot be located.
of stocks of merchandise, materials, etc.

T h e same thing is true
If the goods are not

there upon actual count, and the discrepancy cannot be located,
the book values will be adjusted to correspond.
Of

course

some one

will

say

at once that this principle

has no application whatever to plant values, for the reason that
cash and merchandise are more easily stolen, lost or misplaced,
and that greater care must be taken of such things.

This is un-

doubtedly true of the larger machines, but it is not true of small
tools, many of which are not worth the stealing.
It has always struck me as somewhat curious that a highpriced cashier will search for hours for a five-cent nickel when
a two-dollar nickel in the form of a tool may not be counted at
all, except in a lump sum way at the end of the year.
But besides the question of the actual loss of the article itself,
the values of the stocks are carefully scrutinized, and the book
values adjusted thereto, and the stock book of raw materials and
manufactured articles is carefully examined periodically and the
book records adjusted.
customers' accounts.

This principle extends to the value of

F e w up-to-date corporations would issue a

statement showing the aggregate of the accounts receivable to be
worth face value, without any allowance for actual, possible or
probable doubtful accounts.
T h e president of a corporation would not be satisfied that the
stock on hand and book accounts, are carried at a proper value
if that value shown is the original cost.

It seems to me that

the plant values should no more be carried at cost without due
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allowance for depreciation than the value of any other asset, unless the cost represents the value at the time the statement is made.
T h e directors of a corporation having a million dollars invested in the plant should, as I view it, keep a strict account
o f the various items making up that plant, a record of the exact
location of the articles, the date when purchased and the amount
o f estimated depreciation thereon.

I can see no reason why just

as much care should not be taken of the various buildings and
machines, tools, etc., as is taken in the articles making up the
book accounts, cash and stock.

If this is conceded, it seems to

point to the only sound way of obtaining the annual depreciation,
charge.
According to my view, a card record should be made of each
and every article of value in a plant, showing the date when purchased, the cost, amount of repairs, and estimated annual depreciation.

It is not possible to lay down a general rule as to the

extent to which this principle should be carried out in detail.

In

some plants it will be found to be practicable to group items together of a

similar

nature,

amount of depreciation.

and

having

practically

the same

In others it will be found practicable to

carry it out as far as showing each and every line of shafting,
pulley and belts thereon, and all small tools.

I suppose the idea

will immediately occur to the minds of some accountants that
if applied, this principle would call for thousands of cards in the
office.

W h a t if it does!

Each one of these cards will represent a

value of from several dollars to several thousand dollars, and
should be just as carefully accounted for, in my opinion, as the
nickel in the cashier's box, or the brass, steel, wool, or wood in
the storekeeper's bin or rack.
A plant ledger in which accounts would be kept, showing the
aggregate of the items composing the plant in various groups or
departments would enable the annual depreciation charge to be
shown in sub-divided summaries, which, added together, would
produce:
(a)

T h e aggregate value of the plant as shown on the books.

(b)

T h e aggregate amount of repairs made.

(c)

T h e aggregate amount of the annual depreciation.

and the total of all these to any particular date.
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these items cannot be obtained from the experience of any other
plant than the one in which the calculation is made.

N o aver-

ages made up of figures for the same line of industry will be
accurate.

These figures must be thought out and adopted by the

officers of each individual corporation for its own plant.

While

a comparison of all in the same line will be useful in ascertaining

whether the individual

plant

under operation is

charging

off more or less than the average, that is the extent to which the
average

figures

will be useful; and these average

figures

will

not be of any value unless the figures producing the average are
made up from plants existing under similar conditions.
In order that the estimates may be verified, frequent detailed
appraisements of all the plant items should be made.

It would

be difficult to say just how often the appraisement should be
made.

In some plants five years will be often enough.

In others,

more frequent physical tests by means of appraisement will be
necessary.
T h e public accountants should make the appraisements and
fix the rate of depreciation charges, with such assistance as is
needed from experts in values.

A s a rule, public accountants

have not entered into a study of values of assets.

T h e y have

considered in the past that their province was confined to the
books.

T o those who have made an effort to compare the actual

assets with the book accounts, comes much more interest in the
preparation of a balance sheet.

A

public accountant who can

picture in his mind, approximately, the size of a plant and kind
of machinery used, the various kinds of raw material and supplies probably carried in stock, is a long way ahead of the man
who can see nothing beyond the sheet of paper in his hand.
O f course it is quite natural for us to feel that the physical
examination or inspection of properties for the purpose of fixing
values is more the duty of the engineer or expert appraiser than
it is of a public accountant.

T h a t is true to a certain extent to-

day, but not so true as it was years ago, when a public accountant occupied a position of much less importance in the business
and banking world.
T h e business of investigating enterprises for investment, reorganization or combination purposes is increasing, and is largely
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If we are able to report on the values of the

various assets, our opinion is worth much more than if our report is confined to a mere book examination.

A n examination

of the books and an inspection of the plant at the same time
should in every such case, in my opinion, be conducted by the
public accountant.

Without doubt he will be obliged to obtain

assistance from specially trained experts in various lines of operating industry, but the assistance thus obtained should be in the
nature of a consultation regarding special matters.

T h e detail of

the examination should be made by the public accountant, and
the special expert as needed, should be employed by the accountant, so that for the time being he becomes part of the accountant's
staff.
Accountants can be trained to value property, and when so
trained their services as accountants become much more valuable for the reason that while examining book accounts, they
know what the thing forming the object of the account looks
like.

If they are called upon to inspect a balance sheet, they will

look, not only at the paper in their hands, but more, they will
look through the blank wall of the paper to the assets represented
in accounts on the balance sheet.

If any of the accounts are

radically out of proportion with the others, such an accountant
would detect the discrepancy much more quickly than would the
mere book expert.
I urge the study by public accountants of values for several
reasons, not the least of which is the increased demand upon
their services by corporation officials who will try to solve the
depreciation problems now coming to them in an insistant way.
Another reason is that there is no class of men who can be
relied upon to appraise all properties and fix depreciation on
every kind of machinery.

Special experts exist in many lines of

industry, but no body, group, class or association of men are
available for the study and determination of depreciation of all
classes of machinery.

Public accountants may as easily develop

into general experts of values as any other class of men, and in
such cases as call for special experts, accountants can employ
them to better advantage than can the clients of the accountant.
T h e time spent by public accountants in training themselves
to exercise judgment as to values will be well spent.
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interesting when made in connection with the examination of the
accounts representing the assets.
W h e n the amount of estimated depreciation is determined,
then the charge on the books should, in my opinion, be made to
the proper operating expense account, the credit being to an account called "Depreciation Reserve," or some similar name.

That

depreciation is a cost of operating seems clear, for the reason
that a plant operated for any definite period and sold, would bring
less money than it cost.
as such.

I am speaking now of the plant assets

T h e questions of good-will and increase of value of

real estate are not to be considered in the comparative value at
the beginning and ending of the period of the cold assets comprising the plant.
imagination

that

buildings and machinery, after use for any period, will

In

real-

ize

as

other
much

words,
as

it

paid

is

beyond

for them.

ordinary
The

use

of the assets

caused a depreciation, even if idle part of the time.

has

It must fol-

low that to the cost of production of the goods must be added the
shrinkage in value of the buildings and machinery, in any statement of the result of the wind-up of the plant.
Whether or not the annual depreciation can be charged off
in twelve equal monthly installments depends entirely upon the
character of the business.

In some lines of manufacture, heavy

depreciation will undoubtedly take place in certain months of the
year.

In some plants undoubtedly, depreciation will g o on to a

greater extent when the plants are idle or partly idle than when
running to full capacity, while in other plants one month's operation is very similar to another, and it will be possible to establish an equal monthly rate.

A f t e r the aggregate of the estimated

depreciation for one year is ascertained, it then would become a
matter of dividing the charge into such sub-periods as found
most useful in showing exact results.
There
practicable

are

many

classes

to

show

a

of

monthly

business
or

in

even

a

which

it

is

quarterly

not

profit

and loss account, and it would seem to be unwise to attempt
a

matter

of

bookkeeping

which

would

produce

or valuable information to the management.
some lines of

industries, particularly
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or

construction

of

factory

and office buildings, where one or two large contracts of that
nature compose the principal activity in which the corporation is
engaged, there would seem to be no natural closing period; but
the general experience of business men calls for at least one annual balancing and settling up of all accounts of all corporations.
N o w as to renewals and replacements; what are these but repairs on larger scales?

T h e old time test to distinguish between

repairs and renewals is "the tendency to prolong life."
T h e difficulty experienced in drawing a line between those
repairs which do not tend to prolong the life of the machine, and
those which do, shows that the distinction is not real.

A l l ex-

penses for repairs, as I view it, constitute part of the cost of the
use of the plant.

If this is true, why not charge all repairs, re-

newals and replacements to operating expenses when and as the
wearing out occurs. T h e theory of a regular depreciation charge
is that by this means the depreciation is charged to operating expense when the actual depreciation takes place, without waiting
until the new equipment is purchased.

W h y not apply the same

principle to repairs and renewals and charge to operating expense,
an amount in periodical

installments

sufficient to cover

such

expenses.
W h y not have the depreciation charge include a consideration
and estimate of all repairs, whether large or small?

T h e period-

ical charge to operation would be credited to reserve accounts;
and the repairs, large or small, including renewals and replacements when made, would be covered by and charged against the
accumulated reserve.
Whatever the accounts are named, w h y is there needed any
other

than

one

charge

and

one

credit

during each

period

(monthly, quarterly, semi-annually or annually, according to the
period suitable for the particular kind of operation), to contain
all there is of estimate in the plant assets ?
T h e estimate of future repairs would be much more accurate
than the estimate on depreciation, when it is remembered that the
amount expended for repairs for a number of years can be readily
ascertained from past records.
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B y just such methods are the estimates on bad debts ascertained.

Speaking of bad debts, why should not repairs be con-

sidered in the nature of deductions from assets in much the same
way as are bad and doubtful debts.

W e set aside from the profit

a certain amount as a reserve against bad and doubtful debts.
This sum is set aside because we fear that the accounts receivable
may not be collected at their face value.

W h y should not esti-

mated repairs to plant be just as sound a deduction (or reserve),
against plant value, as a reserve for bad debts ?
Isn't it just as easy to estimate on repairs as it is on depreciation ?

It seems clear that they are closely related.

A n y kind of repairs, whether consisting of the renewal of a
bolt in a pulley, or of a new cylinder in an engine, decreases depreciation of plant.

Failure to make repairs, whether costing one

cent or many dollars, increases depreciation.

Then w h y not

include the arbitrary or estimated charges in one item and charge
all of the actual expenditures for these items to the reserve for
which such expenses were accumulated?
It seems to be the present practice for corporations to state
the plant assets at cost, whether this cost consists of cash or stocks
or bonds issued.

T h e general term appears under the name of

" Cost of Property."

If the assets are shown at cost or supposed

cost, with reserves of all kinds appearing on the other side of the
balance sheet, why should not the principle of cost be carried out
when new equipment happens to cost more than the old equipment
replaced.
If money is taken out of the earnings and put in the plant, why
should the charge to plant be held up unless it can be shown that
the capacity of the plant has been increased ?
There may be some question of good or bad judgment in the
purchase of more costly equipment, but so far as the bookkeeping
goes, the money is expended, and for a plant expense.

Why

should it not be charged to an account representing the total cost
of equipment to date?

When the old equipment is taken away

and the equipment account credited, at that moment, the account
shows the cost of the equipment in the plant.

T h e new equipment

is installed and the cash paid and charged to the equipment account which again represents the cost of equipment in hand to
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A r e such accounts as " Betterments " and " Improvements"

needed if we adhere to the cost and reserve method of stating the
plant assets?
Unless the plant accounts are to be frequently adjusted by
appraisements so that they will at any time represent the then
appraised value of the plant, the less change made in these plant
accounts the better for a clear understanding of the balance sheet
If a plant cost $1,000,000.00 twenty years ago, and part of the
equipment is renewed at 2 0 % advance in cost over the cost when
purchased, I see no good reason why the extra cost should be
charged to operating expenses, either directly, or through the
indirect or postponed means of such accounts as " Betterments."
In what I have said it must not be inferred that I criticise the
orders of the commissioners.

These orders constitute the law for

common carriers and must be obeyed.

A s public accountants we

must endeavor to understand them thoroughly and help our clients
in carrying them out on their books.

But, as I have shown, there

are no laws requiring such accounts as form the subject of this
paper to be kept by manufacturing and many other corporations.
Few, indeed, are the corporations whose accounts have, for the
time being at least, been framed for them by law, as compared
with the vast number which may keep their accounts in almost
any way.

Let us bring all of our intelligence to bear on a patient

examination of the subject, to the end that we may be ready with
sound and simple recommendations.
Perhaps

one

of

the

most

important

things

which

should

operate to urge our earnest study of the problems raised by this
subject, is the thought that the Interstate Commerce Commission,
in forming its rules for the keeping of accounts, if it had consulted with public accountants, would have found considerable
difference of opinion among accountants of even wide experience
and seasoned judgment.
However roughly the analysis has been made, it seems to me
that I have summed up, in a way, each of the general divisions
of the subject, looking at it from a broad and general point of
view.

These, it will be remembered, I have referred to as:
T h e Legal Requirements.
Various Theories.
Practical Difficulties.
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I have also referred, in various parts of this paper, to the
more restricted sense of our subject, which might be confined to
the actual accounts on the books.

Let me see if I can sum up,

in a more concrete way what I have said in various places regarding this particular phase of the subject:
There are two distinct sets of thoughts which may be applied
to the subject of Depreciation, Renewal and Replacement accounts—
1.

T h o s e c o n n e c t e d w i t h the a c t u a l state o f e a c h plant, a n d

the p h y s i c a l c h a n g e s in the items c o m p o s i n g the p l a n t assets.
2.

T h o s e d i r e c t e d t o a n e x p r e s s i o n on the b o o k s o f t h a t state

and those changes.
A l a r g e p a r t o f the c o n f u s i o n of these a c c o u n t s s e e m s t o be
d u e t o the v a r i o u s theories o f d e p r e c i a t i o n in g e n e r a l .

It seems

to m e t h a t if w e c o u l d a g r e e that n o f a c t s r e g a r d i n g d e p r e c i a t i o n
c a n be a s c e r t a i n e d e x c e p t b y i n d i v i d u a l s t u d y o f i n d i v i d u a l cases,
a n d n o g e n e r a l rule f o r d e p r e c i a t i o n w i l l a p p l y t o a n y i n d i v i d u a l
plant, w e w i l l find the e x p r e s s i o n o n the b o o k s , o f the f a c t s a f t e r
t h e y a r e a s c e r t a i n e d , a c o m p a r a t i v e l y simple m a t t e r .

S o f a r as

the c o m m o n c a r r i e r s d o i n g a n interstate business, r a i l r o a d

and

c e r t a i n p u b l i c s e r v i c e c o r p o r a t i o n s , c o m i n g u n d e r the j u r i s d i c t i o n
o f the state c o m m i s s i o n a r e c o n c e r n e d , it w i l l be seen that d e p r e ciation a c c o u n t s m u s t be h a n d l e d in a c e r t a i n w a y , but all other
classes o f i n d u s t r i a l e n t e r p r i s e s m a y m a k e entries e x p r e s s i n g dep r e c i a t i o n , r e n e w a l a n d r e p l a c e m e n t a c c o u n t s o n their b o o k s in
almost any manner.
While
cost

ness, I
any

the

ledgers

depreciation

t o suit the

accounts

convenience

see n o r e a s o n w h y

more

than

the

one

may
of

the g e n e r a l
periodical

be

divided

each
ledger

charge

in

particular
should

for

the
busi-

contain

depreciation,

r e n e w a l s , r e p l a c e m e n t s a n d repairs, a n d one c r e d i t to a r e s e r v e f o r
s u c h items.

A c c o r d i n g to m y v i e w t h e r e w i l l be no n e c e s s i t y f o r

a m o u n t s r e p r e s e n t i n g i n v e s t m e n t s , f u n d s , r e s e r v e s , etc., a p p e a r i n g
o n the asset side o f the b a l a n c e sheet, e x c e p t , o f c o u r s e , in special
cases or w h e r e r e q u i r e d b y l a w .
Many
I

think,

intricate
become

problems
simple

if

regarding
the
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due

that

the

problem.

to the

large

bookkeepMany

of

number

of

coined words used in connection with the various phases of the
subject, these words expressing no exact meaning to anyone but
the maker.

O f course, some of these coined terms and phrases

are the result of an effort on the part of the accountants to prepare
on paper a complicated balance sheet in a small space.
could get away

from this idea and use enough good

If

we

English

words in each account to express the nature of the items contained
therein, regardless of the length of the balance sheet, we would
be able to state it clearly and understand it after it is stated.
Since writing the foregoing, I have received two pamphlets
issued by the Interstate Commerce Commission, both containing
orders to become effective July 1, 1909.

I have not had the time

to study the changes made in the bookkeeping of common carriers by these orders, but a superficial examination discloses that
important changes have been made.

It is now provided that

"Equipment" account shall be charged with the "cost of all equipment purchased, built, or otherwise acquired, without regard to
replacement accruals, and that the original cost of all equipment
retired shall be credited to additions and betterments, and charged
to replacement account at the time of retirement."
Equipment replacement accounts, designated in the new balance sheet by the general name "Reserves for Replacements of
Property,"

are to be credited

with

the monthly

depreciation

charges to operating expenses, and when the property is abandoned, the cost thereof (less accrued depreciation, salvage, etc),
instead of being charged to operating expenses through the renewal accounts, the amount thereof, with the proper deduction,
is now to be charged against the reserve account direct.

Again,

the cost of new equipment, instead of being charged to replacement account is now to be charged to equipment account (additions and betterments).
T h e new order also directs that when any property

(other

than land or equipment), is abandoned and not replaced, the
original cost

(estimated, if not known), should be credited to

the appropriate additions and betterments account, and charged,
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less salvage, to the profit and loss account, to which should also
be charged the cost of

removing old material and other inci-

dental expenses directly connected with the abandonment.
A s I look at it, these changes in the orders of the commission are in a line of progress towards better accounting principles,
and shows clearly that the commission is in earnest in the desire
to create accounts in accordance with those principles.
T h e f o l l o w i n g is the new form of balance sheet ordered to be
put in effect July 1, 1909:
ASSETS.

Property Owned as
I.

Physical Property

1. A .

1. B.

2.
panies,

3.

4.

Owned—

R o a d and Equipment to June 30, 1 9 0 7 :

(a)

Road.

(b)

Equipment.

R o a d and Equipment Since June 30,

(a)

II.

Investment:

1907:

Road.

(b)

Equipment.

(c)

General

Securities

expenditures.

Owned—

Securities of Proprietary, Affiliated and Controlled C o m Pledged:
(a)

Stocks.

(b)

Funded debt.

(c)

Miscellaneous.

Securities Issued or Assumed, P l e d g e d :
(a)

Stocks.

(b)

Funded debt.

(c)

Miscellaneous.

Securities of Proprietary, Affiliated and Controlled C o m -

panies, U n p l e d g e d :
(a)

Stocks.

(b)

Funded debt.

(c)

Miscellaneous.
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Investments—

Advances to Proprietary, Affiliated and Controlled Com-

panies for Construction, Equipment and Betterments.
6.

Other Permanent Investments:

Working

(a)

Physical property.

(b)

Securities.

Assets:

7.

Cash.

8.

Marketable

A.

B.

9.

Securities.

Securities Issued or Assumed, Unpledged:
(a)

Stocks.

(b)

Funded debt.

(c)

Miscellaneous.

Other Marketable Securities:
(a)

Stocks.

(b)

Funded debt.

(c)

Miscellaneous.

Loans and Bills Receivable.

10.

N e t Traffic, Car Mileage and Per Diem Balance.

11.

N e t Balance Due from A g e n t s and Conductors.

12.

Miscellaneous Accounts Receivable.

13.

Materials and Supplies.

14.

Other W o r k i n g Assets.

Deferred
15.

Debit

Items:

Advances:
(a)

Advances to proprietary, affiliated and controlled

(b)

W o r k i n g funds.

(c)

Other advances.

companies.

16.

Insurance Premiums Paid in Advance.

17.

T a x e s Paid in Advance.

18.

Discount on Securities Issued:
(a)

Discount on stock.

(b)

Discount on funded debt.
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19.

Property Abandoned, Chargeable to O p e r a t i n g Expenses.

20.

Cash and Securities in S i n k i n g and Redemption Funds.

21.

Cash and Securities in Insurance and O t h e r Special Funds.

22.

C a s h and Securities in Special T r u s t

23.

Items in Suspense.

Funds.

Deficit:
24.

Profit and Loss, Balance.

LIABILITIES.

.

Stock:
25.

Capital

Stock:

(a)

C o m m o n stock.

(b)

Preferred stock.

(c)

Debenture stock.

26.

Receipts Outstanding for Capital Stock.

27.

S t o c k Liability for Conversion of Outstanding Securities

of Constituent
28.

P r e m i u m Realized on Capital S t o c k Sold.

Mortgage,
29.

Companies.

Bonded

Funded

and Secured

Debt:

Debt:

(a)

Mortgage

(b)

Collateral trust bonds.

bonds.

(c)

Plain bonds, debentures and notes.

(d)

Income bonds.

(e)

Equipment trust obligations.

( f )

Miscellaneous funded obligations.

30.

Receipts Outstanding for Funded

31.

Premiums Realized on Funded Debt

32.

Receivers'

33.

Obligations

Debt.
Sold.

Certificates.
for

Advances

Received

for

Construction,

Equipment and Betterments.

Working

Liabilities:

34.

Loans and Bills Payable.

35.

N e t Traffic, C a r Mileage and P e r D i e m Balance.
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Audited Vouchers and W a g e s Unpaid.

37.

Miscellaneous Accounts Payable.

38.

Matured Dividends, Interest and Rents Unpaid.

39.

Matured Mortgages, Bonded, and Secured Debts Unpaid.

40.

Working Advances due to other Companies.

41.

Other W o r k i n g

Accrued Liabilities
42.

Liabilities.

Not

Due:

Dividends Declared and Interest and Rents Accrued, not

due.
43.

Taxes Accrued.

Deferred
44.

Credit

Items:

Operating Reserves:
(a)

Reserves for replacement of property.

(b)

Reserves for other purposes.

45.

Liability on Account of Special Trust

46.

Items in Suspense.

Appropriated
47.

Funds.

Surplus:

Surplus Reserves:
(a)

Reserves invested in redemption and sinking funds.

(b)

Reserves invested in insurance and other special

(c)

Reserves not specifically invested.

funds.
48.

Additions to Property Through

Income since June 30,

1907.

Free
49.

Surplus:
Profit and Loss, Balance.

T h e reserves in which we are at the present time interested
are contained

under

"Operating Reserves."

the

general

heading

of account No.

44,

T h e general description of the account

is as follows:
" T h i s account should include the ledger balances in the reserves created to cover past depreciation of property; reserves
created since July 1, 1907, by charges to operating expenses to
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cover accrued depreciation of equipment and of w a y and structures when a plan for such purpose has been adopted by the
carrier; reserves created by charges to operating revenues or to
operating expenses to provide for overcharge, personal injury,
insurance and other claims; and similar reserves.

T h e credits

in this account should be sub-divided as follows:
(a)

Reserves for replacement of property.

(b)

Reserves for other purposes.

B y the new orders, the distinction between additions and betterments has been abolished.

T h e equipment accounts are di-

vided into two general accounts:
1907.

(2)

(1)

Equipment to June 30,

Additions and betterments since June 30, 1909.

No

additions and betterments may now be charged to profit and
loss or income or any special fund.
show on the balance sheet.

A l l such purchases must

In order to provide for the taking

out of the income account any such expenditures charged there,
an account is provided in the balance sheet on the liability side
No. 4 8 — " Additions to property through income since June 30,
1907."

T h e description of the account is as follows:

" T h i s account should include the cost of property acquired by
expenditures of appropriations from income, since June 30, 1907,
whether such expenditures are for new lines or for additions and
betterments

of

existing

lines.

The

amount

standing to the

credit of this account should be included in the amount reported
under account No. 1-B, " Road and Equipment since June 30,
1907."
Equipment additions and betterments should now be charged
not only with additional equipment purchased, but with equipment purchased to take the place of discarded equipment.

In

case of such replacements, the charge to the equipment account
is the excess of the cost of the new equipment over and above the
cost of replacing the old equipment with that of a similar kind
and quality.

The cost of such replacement in kind and quality

is to be charged to operating expenses, and the excess added to
the equipment account.
T h e new orders, effective July 1, 1909, also provide that the
depreciation in the former orders regarding depreciation on W a y
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and Structure may be met by the carriers who may open an
account for such purposes after obtaining authority from the
Commission.
In the opinion of the officers of some of the largest railroads
in the country, the Interstate Commerce Commission has made
a most serious mistake in its last orders regarding additions and
betterments.

(See

Accts.

in Balance

Sheet

Statement

above

No. 1 Band No. 48.)
According to their views, railroad equipment should be kept
up to a standard of efficiency, and the expense of so doing should
be charged to operating.

T h e maintenance of

the

equipment

necessarily includes the purchase of new equipment to take the
place of that worn out.

I f , for instance, a railroad has in use

100,000 freight cars, it should constantly keep the full number
on hand, replacing discarded cars with new cars. T h e cost of the
new cars should be charged to operating expenses. T h e y say that
under the new orders, a dishonest management may allow these
cars to run down to the lowest possible point and then discard
them.

A little later on they can purchase a lot of new cars and

charge the cost to " Additions and Betterments," thus capitalizing what the honest managers would treat as operating expenses.
The failure to make proper repairs at the last stage of the usefulness of the old cars would in effect increase the net earnings,
and the day

of

reckoning, which under ordinary

accounting,

would come when the new equipment is purchased would, under
the last orders of

the Commission, never arrive, because the

railroads are ordered to charge the new equipment to " Additions
and Betterments."
The

Commission

consulted

with

the

railway

accountants

before issuing the orders, but it is thought that in listening to
the maorjity of the accountants, the Commission was led into
a position from which it will have to eventually recede.

It is

thought that many of the railroad accounting officers see in the
new orders an opportunity to show better operating results, and
consequently were heartily in favor of them, while the f e w railroads who oppose this plan constitute the conservative element
in railroad circles, wherein it is a fixed belief that the management owes it to the public, the investors and to the stockholders,
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to maintain the equipment intact out of earnings.

Furthermore,

a question of law seems to have been raised in these orders.
B y directing that all new equipment shall be charged to Additions
and Betterments and not to operating expenses, some railroad
men think that the Commission has taken a more advanced position with regard to the actual management of railroads than it
can successfully maintain.

T h e Commission can undoubtedly

prescribe the form in which accounts shall be kept, but they
question whether it can interfere with the management of the
road to the extent of directing just what is an operating expense
and just what is a capital outlay.
If the question is seriously raised, the Commission will probably answer that all of the accounts prescribed should be correctly kept.

If the depreciation charge to operating is calculated

correctly, the charge to operating expenses for proper maintenance will not be omitted, but will appear in the accounts at the
time when the depreciation

actually

occurs.

Furthermore,

if

repairs and renewals are neglected, the omission in the reports
of charges for such expenses will invite attention to the bad
management.

T h e judgment of the directors of a railway does

not seem to be affected when all of the accounts are taken into
consideration.

T h e charge for depreciation may be sufficiently

large to produce an operating charge ample to enable the officers
to maintain the road out of earnings.
T h e difference between the railroads and the Commission on
this point seems to be a mere question of accounts.

T h e rail-

road men think that the cash outlay is the important entry and
the conservatives want to charge the actual outlay to operating;
while

the

Commission

apparently

regards

the

depreciation

account as the means by which the actual maintenance of the
road can best be shown in a charge to operating expenses.
From my brief inspection of the new orders it appears to me
that, so far as the particular point is concerned, the Commission
is more in accord with correct accounting than those opposing
the orders.

" Cost," if used, should mean cost and nothing in

the property accounts prefixed by that word should appear but
cost.
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In property, whether railroad or industrial, where it is possible

to a d j u s t the

book

values

by

means

of

inventories

and

appraisements it would be best to do so and then the balance
sheet would represent " present value," a condition to be desired.
B u t surely, in cases where such appraisements are impracticable,
it is better to adhere to the definite, tangible, ascertainable fact,
"cost."
W h e n f r o m this amount there is deducted the accumulation
of estimated depreciation found in the reserve accounts, the balance, if

show

the

original cost less the best calculation possible to obtain of

the accounts

have been honestly

kept, will

the

amount of the deterioration in value of the property f r o m the
original
MR.

cost.
HERBERT

G.

STOCKWELL

(in presenting the

paper):

W h e n I w a s first requested to write this paper I felt like declining to assume such a huge responsibility, one which I felt
was beyond m y powers and m y comparatively limited experience.
I felt, M r . President, that it would have been better had you
assigned this complicated subject to one of those more prominent
accountants

whose

wide

experience

and

training

would

have

better fitted him to help us solve some of the problems involved
in the consideration

however,

to

refuse to p e r f o r m the duties of a soldier when commanded

of

this subject.

I

disliked,

to

p e r f o r m such duty by a superior officer, and I have undertaken
the work of preparing this paper.
able diffidence.

I undertook it with consider-

B u t as I progressed with what has resulted in

a long and rambling thing, I felt that the good it was doing me
in loking up various matters connected with the subject was more
than could possibly be conveyed to the members w h o would be
forced to read it or hear it read.
connected

with

this

I

found

In looking up the various things
some

conditions

existing

which

puzzled me, and it will be noticed that I have cited and quoted
f r o m various laws, g i v i n g extracts f r o m decisions, etc., with the
thought that perhaps there were others in a situation similar to
m y own to w h o m such matters might f o r m a useful basis in a
further consideration of the subject.
I do not see how I can very well present the paper in any
w a y but by reading a f e w extracts f r o m it, as it is, of
too long to read in its entirety.
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Discussion.
T H E PRESIDENT:

T h e discussion upon M r . Stockwell's paper

w a s to be opened by Messrs. George R . Allen, T h o m a s E . T u r n e r
and H . W . W i l m o t .

T h e chair is sorry to state that M r . A l l e n

is unable to be here.

T h e discussion will therefore be opened b y

M r . T h o m a s E . Turner, of Louisville, K e n t u c k y .
M R . T H O M A S E . T U R N E R ( K e n t u c k y ) : W e have studied this
paper w i t h special interest and great profit.

W e believe that it

is the most practical and comprehensive discussion of the subject
that has even been written.

It will be a valuable addition to the

literature of accountancy, and accountants and the business public
will profit greatly by its study.

It will add much to their store

of information upon this very important subject.

T h e lack of

knowledge and the failure to take cognizance of the principles
involved in providing f o r depreciations or properly handling repairs and renewals is seen upon every hand.

It is shown in

the short l i f e of business concerns and the f e w business enterprises that are perpetuated f r o m generation to generation.

Busi-

ness will not be conducted upon permanent lines until the day
arrives that not only accountants but bookkeepers and the business public generally realize the f a c t that no business enterprise
is upon a firm and lasting foundation unless it has set up sufficient
reserve so that it can g o into liquidation and return to the investor,
or investors, the capital unimpaired.

T h i s means that sufficient

reserve should be set up to cover all except scrap of machinery
and tools and the loss naturally attendant upon forced sale of
all other plant and fixed investments;

in other words, that the

investor, or investors, should leave in the concern profits until
sufficient reserve is set up to sustain the capital invested

and

provide ample working capital f o r operating the business upon
an economical basis f o r making purchases in quantities and on
terms to

secure

minimum

prices

and

obtain

the

maximum

discounts.
In manufacturing,

machinery

output and economize on labor.
question as to the correctness of

is purchased

to increase

the rule of

charging

ciation, repairs and renewals to the prime cost of
factured product.

That

is to say — the machinery
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maintained as nearly as possible at its original normal working
efficiency and a reserve set up to cover the replacement of the
machine when its efficiency gets below normal or is superseded
by a new pattern or kind of greater efficiency than it had when
at its normal.

M a n y stockholders and proprietors are deluded,

through false showing of inaccurately kept books, into drawing
dividends or making withdrawals that are in reality a withdrawal
of capital and a resultant crippling of the working funds needed
to safely operate and to perpetuate the business.
Investors, in their desire to secure dividends or make withdrawals of supposed profits, coupled with their gross ignorance
of

the principles involved in accurate and correct

accounting,

frequently, yes, in a large majority of cases, overreach themselves, deplete

the capital

and kill the goose that

nurtured into laying golden eggs for generations.

should

be

A s said before,

the result can be seen in the ruins strewn upon the shore of the
sea of business, monuments to lost hopes, wrecked fortunes and
lasting loss and damage to the business interests of our nation.
This Association cannot render the nation and their fellow
men a greater and more valuable service than by educating the
business public along lines involving the correct principles of
business and especially those relating to reserves for depreciation, repairs and renewals;

in other words, to the sustaining of

the invested capital of a business unimpaired up to and including
the final winding up of the concern.

This especially is true in

corporations where the stock is held by guardians, estates and
others for investment.

W e know of a corporation of this class,

and there are doubtless many of the same kind, into whose stock
the money of widows, orphans

and

sacred

trust

invested, that could not possibly return more than

funds
fifteen

are
or

twenty per cent. of the par value of the stock upon liquidation.
W e were especially interested in the statement of the writer
of the paper that accountants should conduct the taking of inventories,

and

making

all appraisements.

accountant must know
values upon the results.

This

better than anyone

is

right,

as

the

else the effect of

While the accountant, nor perhaps any

other one m a n — a s is stated in the paper—may be able to make
a correct appraisement of a large and varied property, yet the
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appraisement should be under the direct charge of the accountant,
and all experts employed to assist should be under control of
the accountant.

Heretofore the accountants have looked upon

this work as not belonging to their field of endeavor, but we agree
with the paper that it is not only properly within the province
of the accountant's work but a highly important branch, which
will add greatly to his income and usefulness if he will qualify
himself to properly perform the labor.
T h e writer of the paper suggests that reserves for depreciation and reserves for repairs and renewals be kept under one
account.

W e are of the opinion that in a large majority of

cases separate accounts should be set up for the reason that they
are created for separate and distinct purposes.

T h e reserve for

depreciation is to cover reductions in value during the life of a
machine or plant for the purpose of covering cost of replacement,
whereas repairs and renewals reserves are for the purpose of
covering costs of repairs on machinery and plant and renewal of
parts.

It seems to us that if these accounts were combined it

would create confusion and defeat the main purposes for which
they were set up.

The reserve for depreciation stands from

year to year to provide for the replacement of old machines or
plant at its going out of use or we might say death, whereas
the reserve for repairs and renewals is to cover costs of repairs
and renewals of parts during the life of the machine, so that
it may be kept as nearly as possible at original normal working
capacity.

T h e reserve for repairs is a fund with which to pay

doctor bills, and when the surgeon is called in to fix up parts, his
fees are covered by reserves for renewals.

When the career

of usefulness is closed, reserve for depreciation is the life insurance that enables the bereaved to secure a new help-meet.

One

account would generally stand, in a going concern, with a continuous balance to its credit, whereas the other might, at times,
have a balance to the debit, thus showing that insufficient reserve
had been set up to cover repairs and renewals or that extraordinary repairs and renewals had been required which had not been
covered by proper reserves.
T h e paper is so full and comprehensive and so sound in the
principles laid down that there is little left to discuss and no
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W e commend it to the careful considera-

tion of accountants, bookkeepers and men interested in business
affairs.

Its study by them will be of great benefit to the busi-

ness and financial interests of our country.
T H E PRESIDENT:
tinued by M r .

T h e discussion of the paper will be con-

Wilmot.

MR. H . W .

WILMOT:

W e are very much indebted to M r .

Stockwell for the w a y in which he has introduced his treatise
on Depreciation.

So

much has been written

on the

that it is not easy to present any new phase of it.

subject

Moreover,

as w e all find in our practical experience with clients, the atmosphere of the subject is not exactly exhilirating.

It involves

consideration of questions such as superanuation and antiquation, the falling off of

values, and

Natures constant work

" breaking down and building up in another f o r m . "

in

Mr. Stock-

well has nevertheless dealt with the question in an interesting
and novel manner.

I do not want at this hour of the afternoon

to enter into a long dissertation about what depreciation is or
how it is arrived at, but there are certain salient points which
ought to be discussed and emphasized, and in doing this I will
follow M r . Stockwell's own divisions.
Legal

Requirements:

First, then, as regards the " L e g a l R e -

quirements," it seems that whenever the various state enactments
approach this matter of the responsibility of directors to provide
for the expiry

of

values, the phraseology is most

ambiguous.

Accountants evidently had no hand in drafting these laws.

Cer-

tain states (as, for example, Maine) require that companies shall
not by means of

dividends "reduce their stock below its par

value."

W h a t these words were meant to convey it is difficult

to say.

T h e ordinary business interpretation probably is that

the capital assets, in respect of which the stock was issued, must
remain f o r the protection of the creditors, i. e., they must not
be turned back to the proprietors so as to damage those who
g a v e credit on the supposition that its assets were (at all events
legally) of a certain declared value
T h e laws which have been referred to in other states, e.

g.,

Iowa, Massachusetts, Michigan, etc., emphasize the impropriety
of directors distributing among the owners the f e w assets that are
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left after they know that their company is unable to meet its
debts.

This, obviously, does not in any way

deal with

the

maintenance of the capital assets.
T h e state legal requirements bearing most closely on " Depreciation " seem to be those of Delaware, Montana, North Carolina, N e w Jersey, N e w York, etc., in which it is laid down that
dividends shall be declared only out of " net profits arising from
the business."

If through the operation of fixed assets and the

turning over of the current assets, additional assets have been
acquired, these will not form additional security to the creditors; but on the other hand, only these assets can be returned
to the proprietors.

Dividends may be declared only out of that

wealth which has been acquired by trading operations and which,
therefore, can be withdrawn, and yet leave the parent wealth
intact, but it can hardly be read into the law that this parent
wealth must be maintained out of revenue by depreciation charges
before the proprietors take anything out of the business.

There

appears to be practically no obligation imposed by the law on
anyone to maintain capital assets at their original value.
The

courts, on the contrary,

have commenced

to take

a

stronger position on the question, and in at least two recent
cases, decided opinions have been expressed in line with the
accounting and

sound business principles with which we are

familiar.
In the case of George W . Hill, et al, vs. A n t i g o Water Company, the railroad commission of Wisconsin held that in determining what is the fair value of public utilities for rate-making
purposes, " the original cost of construction, the cost of reconstruction new, the cost of reconstruction new less depreciation "
were among the elements which constitute evidence.
The decision goes on to say: " Depreciation may be described
as the amount that must be regularly set aside to cover wear
and tear, etc., in order to keep the original investment intact
It is an operating expense and should be borne by the customers
through the rates paid by them for the services rendered by the
utility.

But when depreciation is so borne by them, it should

be set aside until needed for the renewal of worn out or useless
parts of the plants.

If under these conditions it is not so set
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aside and used, but diverted to the stockholders for their use or
personal benefit, this diversion is tantamount to the payment of
dividends out of the capital."
A n d again, " Since depreciation in a sense, is intended

to

keep the investment intact, it necessarily follows that by turning
it over to the stockholders, a part of their capital is in reality
returned to them, and that this, in turn, is reducing their investment in the plant."

This decision

(which is of

considerable

length) will be found most interesting by those who come in contact with the question of the valuation of public utilities for ratemaking purposes.
T h e other case is that of the Jamaica Water Supply Company
against the State Board of T a x Commissioners.

T h e decision in

this test case serves as a general guide in determining the valuation of a special franchise for tax purposes.

O n behalf of the

state and the city, it was argued by the corporation counsel that
the method for valuation was generally to find the net earnings,
then to value tangible property, deduct from the net earnings a
fair return on

the present value of the tangible property, and by

this process o f elimination determine the portion of the earnings
derived from the franchise.

Then to capitalize that portion of

the earnings on a basis which business men familiar with the
proportion regard as a fair return.

T h e principal thus found

measures the value of the intangible franchise right.
T h e N e w Y o r k Court of Appeals expressed the opinion that
the assessing officers were not bound to adopt any particular rule
or method of valuation, but gave general sanction to the method
of appraisal founded on the earning capacity of the property.
In the application of this method, the court considered, among
other

questions,

whether

depreciation

should

be

included

in

operating expenses and held that "judicial notice may be taken
of the fact that in the conduct of many industrial enterprises
there is a constant deterriration of the plant which is not made
good by ordinary repairs and which, of course, operates continually to lessen the value of the tangible property which it affects.
The amount of this depreciation differs in different enterprises,
but the annual rate is usually capable of estimate and proof by
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N o corporation would be regarded as well con-

ducted which did not make some provision for the necessity of
ultimately

replacing the property thus suffering deterioration;

and we cannot see why an allowance for this purpose should not
be made out of the gross earnings in order to ascertain the true
earning capacity."
T h e amount of the depreciation is correctly called an " estimate," but these estimates should in theory be safeguarded in
every possible way.

T h e regulations governing public service

corporations in N e w Y o r k adopt the excellent plan of requiring
the regular amortization reserves to be based on the estimates of
the officials.

These estimates are to be accompanied by sworn

statements of the facts and expert opinions upon which the estimates are arrived at.

It would be a good thing if this idea could

be extended to industrial companies by throwing the responsibility of declaring the economic life of each class of plant on the
directors or officials.

A company declaring an over-extended life

would, in course of time, stand condemned, and (as has been
suggested by a recent writer) no responsible engineers would be
found to stake their reputation on such declarations.

Eventually,

a standard for each kind of undertaking would be established,
and the present extraordinary state of affairs, under which dividends may legally be distributed without proper provision for
depreciation being made, would pass away.
Various

Theories:

A m o n g the " Various

Theories"

men-

tioned by Mr. Stockwell, there will be found advice which is very
sound regarding the correct attitude of the professional accountant toward the statement he is auditing.

T h e statement is that

of the company, and the English Companies A c t of

1907 lays

emphasis on this by making the directors append their signatures
to the balance sheet.

The accountant is in the position of a

judge expressing an opinion as to the correctness of the balance
sheet, but he is not responsible to the shareholders or to creditors
for the policy pursued by the directors who may even decide, if
they so wish, that no provision whatever shall be made for depreciation.

Even in Great Britain the auditor who insists upon a

proper depreciation charge is probably going outside his statutory
rights, but both in the United States and in Great Britain the
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auditor finds in practice that he can bring considerable influence
to bear towards the adoption of a proper scheme and the provision of a fair sum to meet exhaustion of value.
T h e certificate, on the other hand, is emphatically that of
the auditor, and before signing it, it is his duty to study the
phenomena of depreciation, and (bearing in mind that the question is far from being a matter of accountancy only) to avail
himself of all opportunities for discussing them with the directors
or engineers.
In doing this, he will be met with a variety of theories.

Mr.

Stockwell has set forth three which have been lately propounded
by weighty authorities.

O f these the first, viz., that " the question

of the formal depreciation charges to operating expenses is simply
a question of what constitutes cost of operation," will commend
itself to the maorjity here.

Depreciation has actually taken place

and must be a part of the working expense of the business.

There

is no escaping the incidence of this loss of the capital assets, and
sound business policy requires that the amount of this loss should
be estimated without any reference to the result of trading.

It

should represent the loss of value of the plant or equipment
which occurs whether trading is profitable or not, and if depreciation is set aside out of a figure called " profit," it should be
made clear that this profit is " before charging

depreciation,"

which should then be clearly deducted.
W e a r and tear has been defined as " diminished values arising
from use," while depreciation goes further, including " a shrinkage
in value " arising from use, lapse of time or the obsolescence
arising from the progress of new inventions.

Repairs, renewals,

wear and tear and depreciation are, however, akin to one another
and must be considered as a whole, for undoubtedly the repair
or renewals of important units of plant considerably extend the
" life " of the plant and thus affect not only the basis of calculating
the depreciation rate, but the rate itself.

While the " life " of

the plant must be largely a matter of opinion and the expenditures on repairs and renewals must be taken into consideration in
estimating it, it should not be forgotten that in the case of the
majority of the units of plant, the tendency to obsolescence is
the main factor to be considered.
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Nature is constantly " breaking up to put together

in other forms," and no amount of expenditures on up-keep can
postpone forever the day when science will take away from the
asset its earning power.
T h e usual methods of providing for this shrinkage in value
are:

( 1 ) one reserve to cover repairs, renewals and deprecia-

tion;

or (2) a fixed annual charge;

or ( 3 ) a fixed percentage

on the original value; or (4) a fixed percentage on the diminished
value.

These methods are mentioned merely in order to point

out that the fixing of a percentage on the original cost sometimes
omits the consideration of important factors such as distance
traversed, time operated, quantity of production.

Recently we

have seen the production of giant industries, and the gross earnings of large railroads greatly reduced, and it cannot be supposed that either plant or equipment can depreciate at the same
rate when working at half time as when working overtime.

For

this reason it will often be found a good plan to base the estimate
for depreciation on the tonnage output, or in the case of a railroad, on the ton mileage basis.
In this connection attention is called to the recent rulings on
the subject, viz., those of the board of trade of Great Britain
on the allowances to be made by street railways in arriving at
profits for income tax purposes, referred to by the Electric Railway Journal of September 25, 1909, in an article called " Rules
on Depreciation in Great Britain."

Between the Board of Trade

and the T r a m w a y and Light Railway Association, it was agreed
that the " life " of

the permanent way depends on the traffic

thereon, and thus the average car-mileage per mile of track is the
important factor in arriving at the " life," which is reduced in
proportion as the car-mileage increases.
Under these rules, no allowance is made for expenditures on
repairs or maintenance, but the annual depreciation charges may
aggregate (over the life of the permanent w a y ) the total cost of
renewal plus the estimated repairs.

These repairs may include

renewals which occur at frequent intervals, and the estimate is
to be based on the experience of the previous three years.
O n overhead equipment, no depreciation is allowed, but all
expenditures on maintenance and renewals are to be charged to
operating expenses.
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In the case of cars, the expenditures on repairs and renewals
are considered to take the place of depreciation, except in special
cases, where the circumstances admit of writing off depreciation
as well as charging off all renewals.

In these cases 7 per cent.

on the written down value is mentioned as a fair allowance.
In all cases where depreciation is allowed, a strict account
is to be kept of the annual expenditures on renewals (and, in the
case of tramway tracks, also of repairs) and replacements due
to obsolescence, and of the amounts allowed for depreciation and
obsolescence.

Having these facts before them, the Income T a x

Commission will consider a readjustment at the end of every
five years.
Plant, machinery and workshop tools are to be bulked together
and 5 per cent. per annum allowed in addition to the cost of
repairs.
In support of the theory recently propounded by an eminent
railroad president, " that there is practically no depreciation on a
railroad because an overhauling of the various parts of equipment
is made periodically, at which time they are restored to a condition as good as new," there is more to be said than might first
appear.

Undoubtedly, the management of railroads in the United

States has been on the whole conservative in recent years.

Many

roads have been practically reconstructed out of revenue, and in
this sense it may be true that the appreciation has offset depreciation.
A s far as depreciation is concerned ,a railway does not materialy differ from an industrial concern, but by reason of the enormous variety of the items constituting its plant, it is quite possible
that renewals out of revenue may be ample without any special
allowance for depreciation.

The main object in view is to make

a proper charge to revenue for exhaustion or consumption, and
whether this is obtained by expenditures on renewals liberal
enough to cover all consumption, or is made by a depreciation
reserve to which certain of the renewals are chargeable, is not
important as far as the final result is concerned.
Railroad directors have, however, been in some cases, guided
rather by what the property can afford than by any fixed principles, and the discussion of depreciation reserves has arisen in
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its present acute form in the railroad accounting world from this
same haphazard policy of

" cutting the coat according to the

cloth," or, as the mauvaises langues say, " making the accounts
suit the ticker."
Whatever

basis be eventually

adopted, accountants

should

protest against the amount of depreciation and renewals being
regarded as merely a matter of policy.

Directors are dependent

on the advice of officials and have no means of knowing whether
a settled policy is being pursued in good years as well as in bad,
but, on the other hand, it is possible for officials of sanguine temperament to depart in bad years from the strictness observed in
good years.

Officials, again, are often guided in the matter by

local conditions, as, for example, in the case of a well-known
public utility, where the principle of the accruing of

renewals

was not recognized until the question of reduction of rates arose
in the locality.

Then, however, the ideas of the officials as regards

depreciation became most liberal.
One phase of the question only lightly touched on by Mr.
Stockwell is the practice of

treating sinking fund instalments

as taking the place of depreciation charges.

This practice seems

to be on the increase, but it is usually overlooked that the amounts
set aside for depreciation will sometime have to be expended, and
if they be not then represented by either cash or assets easily
convertible into cash, one of the main purposes of providing the
depreciation reserve is defeated.
In a new plant, the position may be somewhat different, for
the reason that a certain amount of depreciation, say, 25 per cent.
of

the

total

cost,

will

accrue

before

any

expenditures

are

necessary, and this amount will remain permanently in the depreciation reserve.

Inasmuch as it represents a reduction from cost

to the average condition of an efficiently maintained plant, it may
never be spent.

T o this extent, it would seem to be in accord-

ance with the prudent financing to allow that a sinking fund instalment might be considered as in lieu of a total or partial provision
for depreciation, but for any increase in the depreciation reserve
beyond this amount, an extra provision will be necessary.

To

put the matter in another way, if a company be required to maintain its plant out of revenue, and also to pay off out of revenue
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a portion of the capital invested therein, the two provisions can
be prudently merged only to the extent that the accrued maintenance represents a perpetual condition and that consequently
no expenditures will be incurred to make it good.
Practical

Difficulties:

Referring to the practical difficulties so

ably dealt with by M r . Stockwell, one of the greatest is to distinguish between the repairs and renewals chargeable against the
revenue account of the year in which they are incurred and those
which should not be so charged.

This can be settled only after

full examination of details and after discussion with engineers
and taking into consideration the particular class of the undertaking.

Full detail of the values of the various parts of plants

ought to be available.

T h e cost or present value of each class

should be known and the amount expended on repairs and renewals on each class should be set out.

Taking this informa-

tion in conjunction with the estimated economic life of the various
classes of plant, the accountant, with a knowledge of the business
in

question

and

with

the

co-operation

of

the

company's

engineers, should be able to arrive at a fairly accurate opinion
as to whether the additional

reserve

for depreciation

is

rea-

sonable.
Probable life is always a matter of opinion, but it is here
that the engineering skill of the works manager has its opportunity.

His experience should be sufficient to enable him to

form a sound judgment on the chance of the various classes of
plant becoming obsolete by the discovery of new methods and of
wearing out by use.

T h e experience of the accountant should

enable him to judge whether the manager's estimate is fair and
the " moral risk " a good one.
A s regards Mr. Stockwell's concluding remarks on valuation,
we are familiar with the fact that " cost of property " frequently
does not represent such an investment as might be itemized into
units of plant.

It is rather the legal cost from the point of view

of the history of the concern's financial construction, but this
historical record of the cost of the assets is not without importance, and the figure so arrived at is far less liable to variation
than that by any system of periodical valuation.
ing

to prevent

the

keeping

of
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values approximating those which a fresh appraisal would give.
In fact, some such basis is necessary in arriving at the periodical
estimate of

"expired outlay," but it is difficult to follow the

suggestion that the cost should be adjusted to " the value at the
time the statement is made."
Value is a relative term.

It frequently does not depend on

cost, but rather on earning capacity, which again depends not
only on the rate of profit, but the methods by which, and the
special circumstances under which the profits have been earned.
Further questions, such as the probability of prospective profits,
the completeness and the situation of the plant, the relation of
working and borrowed capital to the capital outlay, have all to
be considered, not to mention the broader question of whether
the plant is to be valued as a unit " a going concern," or whether
prices are to be set on the component parts of the plant.
Most emphatically, the accountant should be able to see behind
figures and realize the facts, but this faculty he will sufficiently
develop in the course of his experience by visiting plants and by
observation as a general business investigator rather than as a
valuer.
tion

T o the younger members of the profession, the sugges-

may

perhaps

be

made

that

their

work

will

be

increased in interest by an intelligent inspection of

greatly

properties.

Nothing is more boresome to the practical business man than
the attitude of an accountant whose mind runs solely on questions of book adjustment rather than on the solution of
problem,

financial

or physical,

to be

solved.

Time

spent

the
in

physical inspection of plant,, machinery, materials and stores is,
by no means, lost—it will materially assist the accountant in
comprehending the practical side of the question.
O n the other hand, a little knowledge is a dangerous thing,
and knowledge thus derived can seldom be used by the accountant
except in a general w a y — t h a t is to say, to satisfy himself in the
case

of

an

appraisal

that

the

general

methods

are

sound.

Recently, a company's buildings and lands in several large cities
were valued at a certain large sum.

O n enquiry it was discov-

ered that the valuer was a lawyer who, while no doubt a man of
great experience and of undoubted integrity, could have done
little more than form a snap judgment of the values as a whole.
This kind of appraisal is not acceptable to bankers or investors
271

American
looking

for

sound

Association

values,

and

in

Year-Book.
the

case

in

question,

the

accountants were compelled to draw attention to the nature of
the appraisal.
A s to whether it will ever be advisable f o r public accountants
to enter into a study of values of

assets, there must be

some

doubt.
T h e accountant to-day takes a broader v i e w of his duties than
formerly, particularly in the United States, where the calls f o r
self-reliance and independent action are urgent, but it must be
remembered that the methods of

appraisers have advanced

as

well as those of accountants and the day of guesswork is past.
The

collecting

of

information to prepare

appraisals

in

detail,

showing present reproductive cost and depreciation to date, calls
f o r special attention and organization, and though the work m a y
be

interesting

and

possibly

remunerative,

it

is

questionable

whether scientific appraising is the work of accountants any more
than accountancy is the work of

appraisers.

T h e scope of an accountant's work is so vast and in the United
States is so new that it seems entirely unnecessary to g o beyond
its legitimate

boundaries.

The

most experienced

practitioners

have f o u n d that there is considerable danger in seeking to ally
with the profession the duties and responsibilities of other occupations and responsibilties of

other occupations not incident to

or consistent with it.
MR. F . WITTENBERG:
is new inventions.

A

point which should be remembered

N e w inventions are made which entirely put

machinery out of use in a factory, and w e might say that is not
considered in figuring displacement and deterioration, but it does
cut a figure once in a while.

I have heard no mention of

new

inventions.
MR.

HERBERT

G.

STOCKWELL:

In closing the discussion

I

think you have heard f r o m me and read sufficiently in m y paper
to k n o w about what I would say if I continued any further, and
I am going to w a i v e the right to reply to any of the gentlemen,
because I
opinion.

feel that there must always be some differences of
I feel greatly gratified to know that a f t e r everything

has been said, in the last analysis of our differences there is a very
much less real disagreement with me than I had any hope of
hearing, in prying into this difficult subject.
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The Verification and Treatment of Inventories in
Audits and Examinations of Manufacturing
and Trading Concerns.
B Y WILLIAM R . MACKENZIE,

In not a

f e w industrial

organizations,

under the heading " I n v e n t o r y " exceed by
remaining assets.
the auditor

to

C.P.A.

the

items

ascertain

whether

the valuation

placed on

these principles and to determine the safest form of
is therefore the object of this paper.
VERIFICATION

the

In so doing, however, divergent prac-

tices are in use, based upon conflicting principles.

THE

the

T h i s being the case, it becomes imperative f o r

inventory is a fair one.

I.

included

far the sum of

discuss

procedure

W e will take

AND TREATMENT

TRADING

To

OF I N V E N T O R I E S

IN

CONCERNS.

A s l o n g as a trading business continues to be a g o i n g concern, the element of inventory will always have to be considered
in arriving at profits or losses.

I f a merchant starts business on

January 1st, and by December 31st disposes of all his stock-intrade, it is indeed a simple matter to arrive at his profits, both
gross and net.

B u t the complexity of modern business offers no

such easy task.

T o be successful, a trader must supply his cus-

tomers with the articles they require, and at the same prices as
his competitors, or better if possible.

V e r y often to do this, he

has for the sake of one article, to purchase a dozen of the same
kind, the remaining eleven of which m a y not be in demand for
a long time.

It takes but a short while, therefore, to accumulate
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large quantity of stock-on-hand.

With concerns long estab-

lished, a large portion of this has deteriorated through lapse of
time, and also on account of being superseded by later styles and
productions.

T o obtain this stock, however, an asset, generally

in the form of cash, had to be given in exchange.

If these ex-

change values that remain unsold, do not now represent at least
their cost value in cash, on account of changing conditions, then
the business has lost this depreciated value, which in equity,
should be borne by the profits from those articles that have been
disposed o f ; only the element of depreciation should be considered, however, and not market fluctuations.

If these latter be

included, a very undesirable element will be brought into the
accounts, with the result that very often the actual proceeds of
trading will be obscured, and the inventory become merely an
index of the amount that would have been realized for the goods
if the concern had gone into liquidation on a certain date.
T h e only case in which the market value should be taken is
when the market price has fallen below the cost price.

This is

done from a conservative point of view, the argument being that
although the goods are not sold, yet since the market has fallen
below their cost at the time of inventory, there is the possibility
of the market remaining the same for some time, and that what
now is merely an anticipated loss may eventually become a realized one.
Should

this anticipated

loss be not

realized,

however,

it

should be noted that the profits shown at the next period will
be inflated to the extent that those of the preceding period were
understated, and while

neither period

shows

the true

results

taken alone, yet when combined, will be correct.
The

old,

reliable

custom

of

valuation,

"Cost

or

Market,

whichever is lower," is therefore a safe guide to follow and when
adopted should be strictly adhered to, as one year at cost and
another at market, regardless of market being lower, will never
produce any degree of

dependability.

Like

depreciation,

it is

only the regular pursuit of the principle adopted that will give
satisfactory comparative results.
W h e n the market price is above the cost price, it would seem,
by parity of reasoning, that the anticipated profit should be taken
credit

for.

Sound

accounting,

however, will
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While contingent losses are provided for, because there is a possibility of their being realized, yet no profits should be taken
credit for until actually realized, as it is only then that they will
be of real benefit to the concern.
B y the word cost used above is meant, cost of acquisition,
and not necessarily the invoice price.

Sometimes the freight is

paid on goods by the wholesaler and included in his bill to the
retailer.

A t other times the invoice price includes only the first

cost of the goods, and the retailer pays the freight himself.

In

each case, however, the cost of acquisition is the same, and should
include the item of freight.
Sometimes when goods are duplicated, a trader has to pay a
higher price for the second shipment than he did for the first.
This puts him in a position of having two different cost prices for
the same article to be used for the same purpose.

Some proprie-

tors argue that in preparing an inventory, the latest figure ought
to be taken as the cost.

In such cases, the inventory of each lot

should be figured on its own basis, if it be possible to separate
them, because if the balance from the first lot happens to be large
but at a low cost, and that of the second lot, a small balance, but
at a higher cost, and this higher cost be applied to the whole
inventory,

it would

have the effect of overstating the actual

profits and opening up a pathway for dishonesty.

If it is not

possible to separate the different lots as in the case of grain,
wheat, etc., where varying rates per bushel are charged, then the
best method would be to take an average cost price per bushel.
A f t e r dealing with the treatment of the inventory, we now
come to the method of verifying it, so as to be satisfied that there
are no leakages through large thefts of stock, etc.

In every trad-

ing concern a certain percentage is added to the cost of merchandise to cover fixed charges, and selling and management expenses.
In addition a margin is allowed for net-profit, and all added together, gives us the selling price.

Sometimes the profit does

not "pan out" at the end of the year, owing to errors in estimating expenses, and also on account of prices being cut in order to
meet competition.

A f t e r a few years' trading, however, there

will be established a certain percentage of gross profit realized
on the sales, in some businesses 25 per cent., in others 33 1-3 per
cent., and varying with the nature of the business, the good275
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Unless unusual circumstances

happen, this percentage will not v a r y
houses.

much in a great

many

I f the amount which it represents be deducted f r o m the

annual sales, the remaining figures will be the cost price of the
goods sold.

If this be n o w deducted from the sum of the in-

ventory at commencement and the net purchases made during the
year, the balance o u g h t to agree with the valuation of the inventory as taken, within narrow limits.

A n element of disagree-

ment will occur in cases where the market value of certain goods
has fallen below the cost price, and where they are consequently
valued on the market basis.

I n such cases, if practicable, t w o

columns can be provided on the inventory sheets, one for valuation at cost price, the other for cost or market whichever is lower.
T h e difference between the totals of these columns will then show
the value of the depreciation suffered.

If the cost price be con-

sidered in the trading account, and the depreciation in the profit
and loss account, its corresponding credit being applied in reduci n g the asset value of the merchandise, the trading account would
then show the actual amount of gross profit realized from the
business of the period.

B y this method, the agreement between

actual inventory taken and the estimated amount that ought to be
on hand through the sale percentage calculation would be even
closer.

In the case of bar stocks and cigars where there

are

v a r y i n g percentages of profit in the articles sold, it is best to take
an inventory about once per week, based on selling prices.

When

the inventory is taken the difference between it and the preceding
one should represent the cash taken in, and ought to be accounted
f o r by the cashier.
overlooked,

if

If the discrepancies be small, they m i g h t be

regular

and large, it is certain that

something

w r o n g is proceeding, and a change would not be out of order.

2.

THE

VERIFICATION

AND TREATMENT

MANUFACTURING

In

manufacturing
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concerns, the verification of

inventories

becomes more complex, not only on account of h a v i n g more inventories to consider, but also on account of the changes taking
place in values through the process of manufacture.
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jects of a manufacturing inventory will embrace ( a ) R a w

Ma-

terial, (b) Work in Progress, ( c ) Finished Stock.

(a) Raw

Material.

This item should be valued at the original cost of the material, plus all increased items of cost as freight and duty, minus
discounts and other elements that tend to lessen the cost.
this valuation

be, however,

above the market

Should

price, then,

in

order to be conservative, value at the market price.
For
kept of

verification purposes, proper

store records

all material received and issued.

These

should

be

are kept by

some concerns on cards and by others in loose-leaf ledgers.

The

form is immaterial, as long as it is properly designed to show on
the one side the date, from whom received, quantity, price, and
sometimes amount, and on the other side date, quantity issued,
price, and order No. chargeable.

These columns are essential in

almost every store room record, although

in many

columns

information.

are necessary

to

supply

further

columns are filled in on the particular

additional
These

card from the invoice

received, and the storekeeper, after impressing on the invoice a
rubber stamp with lines for particulars to be filled in by him,
such as date received, quantity, entered, etc., forwards the invoice
to the accounting department where it is entered in the invoice
register and charged in the column headed stores.

O n the credit

side of the cards are filled in the amounts issued on requisition,
and copies of these are forwarded to the accounting department
to be credited to the stores account and charged to work
progress, etc., as the case may be.

in

If cost accounts are kept the

cost clerk will also be supplied with this information in order to
write up the various order numbers correctly.

T h e balance of

the storekeeper's card record should at any time agree within
narrow limits with an actual inventory if taken, and the balance
to the debit of the stores controlling account in the private ledger
should agree with the sum of the storekeeper's balances.

These

balances will not agree absolutely, however, on account of the
varying prices paid for the same material, and on account of the
average price at which it is issued to the works.

Then

also,

there are the elements of waste, and clerical errors on the store
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Unless large leakages occur, however, this bal-

ance ought not to be at much variance with the actual stock on
hand.

For

moral effect, an actual surprise survey

taken at intervals.

should

be

This would tend to minimize carelessness on

the part of the clerks.

Some managers contend that the proper

price at which the material should be charged to the job is not the
actual price paid for it, but the market value at the time it is used
on the job, one reason being that competitive manufacturers have
access to the market, and further, that by so doing, actual values
are dealt with, rather than older ones, and that the job accounts
will then show true profits.

When this course is adopted, it

becomes more difficult to verify the remaining stores on hand on
account of the

fluctuations

in their market value, but there is

considerable logic in such a valuation.

(b) Work in

Progress.

In valuing work in progress, the following items of

cost

have to be considered, viz.:

R a w material used up, direct labor

expended, direct expenses.

These form the elements of prime

cost.

In addition we must include the amount of works expenses

incurred for manufacturing purposes, such as factory rent and
taxes, heat and light, power, depreciation, etc.

T h e sum total

of all these costs comprises the cost of producing the work in
progress.

This

establishes the principle

that partly

manufac-

tured stock for the general market should be valued on the basis
of prime cost plus works expenses, or cost of production.
If the work in progress be on a specific contract, however,
and not for the general trade, it would be fair to value it at
prime cost, plus its proportion of both works expenses and selling
and management expenses.

Since the estimate accepted by the

customer amounts to a bona fide sale, it seems proper to include
in the costs to date, all the items covered by the sale.

In so

doing, however, care should be taken that the amount of office
on-cost added be in proportion to the work done.
A s regards the proportion of profit, it would not be wise to
include this item in the cost of work in progress in the majority
of cases, since the best estimates are misleading, and contractors
can hardly foresee just what expenses will be actually incurred
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Conservative accounting there-

fore demands us to await the completion of the contract, before
we take credit for profit.

There is no doubt that the different

periods have earned a certain amount of the profits realized, but
since we cannot state what it is because we cannot estimate it
safely, and further, since there may be an actual loss on completion instead of a profit, the safer course is to omit the element of
profit until the contract is completed, except in very

obvious

cases where the cost to complete the work can very accurately be
determined.
T o verify work in progress, great care is needed.

Unless

cost accounts are kept, the verification will hardly be more than
an estimate with more or less accuracy.

In such cases, consulta-

tion with the works accountant and superintendent will be necessary for the auditor to frame an honest opinion of its value.

If

there is an account in the private ledger by the name of works in
progress, it would be well to analyze it into its component parts
by tracing the entries, and so be satisfied that the proper elements
are there, and all extraneous ones eliminated.
If cost accounts are kept, the system should be studied.

The

individual job accounts should be analyzed to ascertain that they
are charged only with material, direct labor, direct expenses, and
a proper proportion of on-cost.

T h e total of these cost accounts

should also be compared with the controlling work in progress
account in the private ledger.

Care should be taken that only

items realizable from customers be included.
made, outlays

incurred

for experiments,

If any mistake be

raw

material

spoiled

through inefficient workmen, etc., such ought not to be charged
against the job in question, because they are not legitimate items
of

cost to be recouped

from customers,

but

charges

against

revenue.

(c) Finished

Stock.

Finished stock should be inventoried at factory cost, plus the
proportion of factory expenses incurred by it, but including nothing for profit or selling and management expenses.
Some manufacturers contend that their profit is made when
their mills turn out the goods, and in preparing their annual statements, instead of

inventorying the
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cost, they value it at the market price, regarding any difference
between actual manufacturing cost and this market price as manufacturing profit.

This argument is only superficial, however.

N o matter how much goods a manufacturer turns out, they but
represent so much latent capital until they are sold, and so much
dead loss if they cannot be sold.

If never sold, no profits can be

obtained, no matter how large the manufacturing profits may
appear on the books.

A sale is therefore the essential element to

profit earning for no manufacturing profit can ever be realized,
unless orders are received and sales effected.

Moreover, if stock

be valued at the market price, and held for any length of time,
there are liable to be great fluctuations in the profit and loss account, while valuing at cost is more stable.
It is also indiscreet to add a percentage to finished stock to
cover selling and management expenses.

It cannot be denied

that these are final items of expense incurred by the goods, but as
they are more connected with the distribution of the product, and
the financial phase of the concern, these expenses ought to be
charged against the profits realized from the sales.

There is,

besides, a stronger reason why the above course should not be
pursued.

B y so doing, a losing business may be made to appear

profitable, all that is necessary being the production of

goods

which may never be realizable, and increasing this cost by the
above named expenses.

T h e assets thus become inflated in the

name of stock-in-hand, and although the real asset cash has disappeared and in its place stands a loss, this unrealizable stock,
yet the books are made to show a profit, instead of a loss.
T h e case is somewhat different with works expenses.

These

are legitimate items of cost, and to the prime cost of stock on
hand, a proportionate amount should be added to cover them.
T h e verification of manufactured stock proceeds much along
the same lines as that of raw material.
for finished stock.

A record should be kept

W h e n an order is completed, it should be

turned in by the foreman to the stock clerk together with a
finished

stock transfer, descriptive of the article manufactured.

A f t e r entering up the details in his stock record, the stock clerk
should hand the transfer over to the cost clerk who will then
credit the work order number and charge his finished stock ac280
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T h e stockkeeper should not receive any articles without

a stock transfer.

If any manufactured stock be issued as ma-

terial to a job the stock account should be credited with its cost
value.

It should also be credited with the cost value of

stock sales.
resent the

finished

T h e balance of the account should then closely repfinished

stock remaining on hand.

Most

up-to-date

manufacturers have some system f o r v e r i f y i n g their m a n u f a c tured stock account, and this should be carefully studied by the
auditor, and its weak points noted.
T h e general principles to be observed in taking an inventory
should be closely adhered to, v i z . : insisting on the extensions and
additions of the stock sheets being figured by some one other than
the party w h o took the stock, and that the prices are examined
and approved by the manager.

T h e auditor should himself

figure

out some of the items involving large amounts, and compare at
random, stock book prices with those on the inventory sheets.
Notwithstanding

all

scrutiny

and

care, however,

it is

im-

possible f o r the auditor to declare that the valuation of the inventory is an absolutely correct one.
T h e best course f o r him to pursue is to examine carefully
the principles

involved

in the particular

stock

accounts

under

review, and to state whether in his opinion the inventory arrived
at is obtained f r o m a correct basis.

T h i s is all he can do, and

h a v i n g so done, he will be justified in treating the valuation of
the inventory as an honest one.
MR. W . R. MACKENZIE.

I n presenting the paper: O w i n g to

the lateness of the hour I am not g o i n g to take up y o u r time with
any remarks.

T h e paper has been printed, and I presume it is

in the hands of all the members, and I wish just t o present it.
(Applause.)
THE

PRESIDENT:

The

discussion

upon this paper

will

be

opened by M r . H . M . Temple.
H . M . T E M P L E ( M i n n e s o t a ) : T h e verification and treatment
of inventories in audits and examinations of manufacturing and
trading concerns, has been very carefully and generously
ered by M r . Mackenzie in his paper.

him thoroughly cover the practical principles.
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It has, however, often occurred to me that the auditor should
be supplied or informed with certain data and percentages personal to himself, that will permit him to test the accuracy of inventories prepared by the employees of trading concerns. Particularly
is this desirable as the result of the average examination reveals
the principal property or investment to be largely personal property or merchandise, which we are not permitted to v e r i f y by a
physical inventory.
It would appear that the tests to be applied should be:
" A "

T e s t of physical property

" B "

Test of values.

quantities,

It will be necessary under this hypothesis that the physical
conditions should be favorable to making such tests: particularly
is this true when we consider the test of physical quantities, and
to meet this condition, perpetual inventories should have been
maintained, and to such physical inventories should be applied the
tests of value.
B y an examination of the actual sales and applying thereto
a defined unit or percentage of gross profit on merchandise of the
particular character under consideration, we arrive at an amount
sold at cost, which amount being deducted from merchandise
purchases, as expressed on the ledger, leaves a sum which is comparable with the submitted inventory values, and f r o m this a
test may be made from various viewpoints.
Such tests, however, are impracticable to the internal inventories of a manufacturing concern, and I quite agree with Mr.
Mackenzie in the thought that the values attached to manufactured product in process should carry nothing but the actual costs
of

raw material, plus manufacturing costs.

T h e thought

of

" manufacturing costs " raises many problems, and I believe it but
fair that a certain percentage of the administrative expense should
be computed as a part of the element of cost to be added.

It is

my opinion that the units of direct costs in each department should
be used as a base in pro rating the allocation of administrative
expenses.
It is my experience in the publishing business, that is where
books are prepared editorially within the enterprise, that the book
material and manufacturing costs are elements subsevient to very
careful analysis in setting up the inventory, and a spirit of con282
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requires that n o profit be shown in the

inventories until the actual sale is consumated, or delivery
made to the consumer.

T h e problem covered by M r .

is

Macken-

zie's paper is one of keen general interest, and I trust that the
discussion will be generally participated in by those present.
T h r o u g h a change in the program and the date of the presentation of this paper, I find that many of our members are in attendance at another meeting at the hotel, and in the absence of
M r . Cooper, of N e w Jersey, w h o was to follow me in this discussion, may I suggest that M r . S e y m o u r W a l t o n , of

Illinois, be

requested to express some additional thoughts, which will invite
discussion, for the benefit of those w h o are here.

MR.

SEYMOUR

WALTON :

Mr.

Temple

has put me

position of the fisherman told about by A d m i r a l Evans.
w a s fishing, and he fell in the water.

in the
A

man

A hunter passing by res-

cued the man, d r a g g e d him out of the water dripping and said,
" H o w did you come to fall in ? "
not come to fall i n ; I came to
listen.

The

fish."

fisherman

(Laughter.)

T h i s request was sprung on me of

said, " I did
I came to

a sudden.

T h e r e is one thing I should like to ask M r . Mackenzie.
speaks of contractors.

Of

He

course in a contract lasting only a

short time, not more than a f e w months, it is comparatively easy
to handle, but I know

of

a plastering contract on a

Federal

building which amounted to nearly $250,000, and ran over at least
three years.

T h e contractors demanded that w e allow them to

estimate the profit on the contract each year. W e took the ground
that M r . Mackenzie takes, which ordinarily is absolutely correct,
that there was no profit until the work is entirely finished, or so
nearly finished that there is no danger of there being any possible
chance of

an unexpected

loss coming in to destroy the profit

which was apparently made.

W e finally compromised by allow-

i n g them to draw against prospective profits and carrying the contracts as an asset.

B u t there is n o possibility on the books of

m a k i n g a comparison between the profitable nature of the w o r k
in their business f r o m year to year, because the profit of

that

$250,000 contract went it to the year which ended just before
they finished the contract, when they had only about $10,000 more
work to do.

T h e trouble of course in such cases as that is, h o w
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are you g o i n g to pro rate the profit unless you recast their revenue accounts and make amended reports for the three years in
which this enormous contract was being carried o n ?
T h e paper is so excellent that it seems that hardly anything
can be said; certainly nothing in criticism, and but very little in
the w a y of addition.

T h e idea that was brought out very plainly,

and it is the commonly accepted one, that the inventory should
be taken at cost or market value, whichever is the lesser, was
illustrated in a case that I know of where a concern w a s affiliated
very

closely

amount of
cent.

with

another

raw material.

concern
That

had

bought

an

enormous

raw material advanced 25 per

T h a t was a very remarkable rise, and they inventoried it at

the market value.

I v e r y seriously objected to it, but they insisted

upon it and carried the point.

I f o u n d out a f t e r w a r d s that they

were selling out to the other company, and that the managers of
the company that I criticized knew they were g o i n g to sell out,
and therefore they had made that year's profits very large.

As

it was a close corporation it really did not make much difference.
T h e subject is a very important one, and I am very glad that so
able a paper has been presented to the accountants for their consideration.

(Applause.)

T H E PRESIDENT:
sion under the

T h e subject is now before you for discus-

five-minute

rule.

M R . D . J . L E V I (Illinois) :

M y remarks are not in criticism,

but the paper has stated some new thoughts in m y mind.

Mr.

W a l t o n has touched upon the subject, this matter of inventorying
at cost or market value, whichever is the lowest.
ventorying at cost is an injustice.

Sometimes in-

T a k e a case which I have seen

lately, similar to the case mentioned by M r . W a l t o n , where the
raw material has advanced very much in price and the owner
of

the business wanted to use the balance

obtain credit.

sheets in order

to

T h e balance sheet would not show the real value

of the concern without putting that raw material in at the market
price.

T h e owner of the business was very unwilling to have it

g o in any other way.

O n the other hand, if the market has de-

creased and the goods are inventoried at market price, the business will likely show a loss.
tion of the business.

T h a t loss is not a loss on the opera-

In that w a y a w r o n g idea is given of the
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T h e thought occurred to

me, w h y not put these things, where there is a great difference
between the cost and the market value, so as to show the profit
by the rise, or the loss by the fall, separately in the profit and loss
account.

(Applause.)

M R . E N O S SPENCER

(Kentucky) :

T h e only way, in a mer-

cantile business that the profits on sales can be correctly shown is
by taking the inventory at cost.

A

rule should be established,

where accurate results are desired, of t a k i n g t w o i n v e n t o r i e s —
first taking an inventory at cost

so as to establish the correct cost

of the goods sold and the correct gain or loss on sales, then set
up a new inventory at value,

and mark the goods at the new value,

if the new inventory is lower, then enter the new inventory and
you have your loss by reason of depreciation.

I think this is the

correct treatment of an accounting of this kind.

MR.

KINGWILL

(Colorado) :

I

should

like

to

know

as

to whether or not a value could be placed on an uncompleted
contract.

I had just such a case myself, and I am a little inter-

ested in a court of equity case which finally placed a value, and
I do not see w h y an accountant should not to the best of his ability.

MR.

ENOS

SPENCER

(Kentucky) :

There

should

be

some

method I think, and there generally is in most cases, where the
cost of the completed part of the contract can be determined, and
in that w a y determine the gain on the portion completed.

Apply-

i n g the same principle as in merchandising by t a k i n g inventory at
cose we have definite information as to the cost of the goods sold.
W h y cannot that same principle be applied on a contract to find
the cost of the portion of the contract completed, and in that
w a y determine the gain on the completed stock.
principles

of

course

On

no profit can arise until goods

general

are

sold.

T h e r e can be no profit by appreciation. T h e r e must be a disposal
of the goods.

O n that theory you might say a contract

be completed before the gain or loss can be determined.

must
B u t if

a portion of the contract is completed there should be a method of
determining the cost of that portion, and in that w a y derive at
the profit.
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(California):

T a k e the case of a con-

tract three or f o u r years in completing, assuming it to be under
construction,

they

are

doing

practically

dead

work

for

three

years, g e t t i n g no profit and showing no profit for t w o or three
years.

It seems to me it would be a fair proposition to take the

cost up to the end of the year, when y o u come to make

your

accounts and had the profit which you figured in the original contract, and t a k i n g that as the profit for the year's work.

It is fair

to assume that there is some profit on these contracts, and w h y
not let the concern show that profit.

Y o u can see how that con-

cern, having a great many contracts on han dand an uncompleted
showing at the end of the year, would have no profit.

It would

be a loss, because they would have all their expenses of operating,
and nothing to show the gain.

I think it fair to take the assumed

or expected profit, year by year, and then let the close show either
the profit or the loss.
MR. WALTON;

I n answer to that I should like to g i v e the

experience in the plasting contract which I mentioned.
tract, as I say, lasted about three years.
thirds of

the amount

finished

T h e con-

I f w e had taken t w o -

at that time, t a k i n g the

actual

amount and pro rated it, w e would have missed one very important thing.

T h e last six months of that contract a scaffolding fell

in the dome of the building and carried down a very large amount
of work, and incidentally killed t w o of the workmen, and the
damage was very, v e r y heavy, and their insurance did not protect
them.

N o w , what would that b e — a loss of that six months, or

would it be a loss to be spread over the entire contract?
opinion it should be spread over the entire contract.

In m y

If this gen-

tleman's theory had been carried out we would have been obliged
to allot that loss to the specific period in which it occurred, which,
in m y judgment, would be incorrect.
MR. W . F. H A L L

(Massachusetts) : I think that settles the

point, that you cannot safely
contract.

figure

profits on an uncompleted

There must always be more or less risk, and it is im-

possible to tell whether on part of a contract you h a v e actually
done you have made any money or not.

A contract, of course,

is for completion of the entire work, and when you get through
is the only time you can tell whether you have made a profit or a
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A s stated by M r . W a l t o n , in the last part of the contract

of which he spoke, the profits already a c c r u e d — i f y o u please to
call them s o — w e r e

all obliterated by the unforeseen

accident,

which is always liable to happen.
MR.

THOMAS

E.

TURNER

(Kentucky):

If

the

question

were submitted to me, m y advice would be to inventory at cost.
O f course you cannot say whether or not there is a net profit until
the work is

finished.

M R . GEORGE R . W E B S T E R ( C a l i f o r n i a ) :

I n the case of build-

ing battleships, a company which I h a v e in mind adopted the
method that M r . Cornell suggests.
know men are always sanguine.

In estimating profits, y o u

A n estimate was made of a 10

per cent. profit for the first year, s h o w i n g an earning say of
$100,000.

As

the work went on t h e y found that they

realize a profit of only 5 per cent.

would

S o they had to reduce back

to $50,000 on the old work, and then estimated 5 per cent. on the
new work, and that l e f t them practically where they were at the
b e g i n n i n g of the year.

They

then found they were g o i n g

to

make a loss and had to write back all of the original profit and
begin to take up the loss each month until the contract was completed.

N o w , if that company had declared dividends on that

estimate of

profit while m a k i n g a loss each year, they

evidently have been declaring dividends out of capital.
a case which actually happened.

A s w e all know,

would
T h a t is

managers,

when taking contracts, are sanguine, and they f o r g e t there m a y
be strikes, raises in wages and increases in price of

material,

and in the case of battleships and other l o n g contracts, it is dangerous to take up any amount as profits until the work is completed.

W . E R N E S T SEATREE (Illinois) :
Webster's views.

I should like to endorse M r .

W e have had several cases of this kind, and it

invariably happens that where a loss is sustained, the larger the
contract the larger is the loss.

T h i s appears to be particularly

true in the ship building industry, whether it be battleships or
ships in the mercantile service; and frequently unforeseen difficulties arise—labor strikes occur, the exacting tests of the G o v ernment may not be passed, and for these and other reasons it
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may be found necessary to reject important pieces of work, even
sometimes causing a re-building.

In Government work it f r e -

quently happens that large pieces of w o r k are rejected.
A n o t h e r class of contract in respect of which there is great
danger in anticipating profits is the building of canals.
had one or t w o cases of that class.

W e have

A price is fixed f o r the work

and you may g o along and build one-half of your canal, and while
you may know the exact cost of that half, it would be a dangerous
practice to estimate your profits on that basis, for it m i g h t be
that your w o r k up to that point had been through s o f t ground,
and no serious difficulties had been encountered, while, in the
remaining portion, rock, granite or other obstacles may be discovered, and the profits apparently earned in the earlier part of
the contract may gradually disappear until they vanish altogether,
and it m a y even become clear that a loss is inevitable.
O f course, contracts are now o f t e n made to protect the contractor against just such risks;

such an instance is where the

contract price is based upon the direct cost of the work plus a
percentages

( s a y 10 per cent) to cover the contractor's general

expenses and profits.

Under

such circumstances, there

would

not appear to be the same objection to taking up the profits thus
earned in each fiscal year, or at least a portion of them, f o r under
such circumstances the profit is more or less an established fact
irrespective of whether the cost goes up or not, whereas, on the
basis of a fixed contract price, if the cost goes up the result is
entirely different.
In the interests of ordinary business prudence, not to speak
of conservatism, it seems to m e that it is essential that we must
take the guarded and careful view in matters of this kind.
T H E PRESIDENT :
paper?

Is there any further discussion upon the

If not, the floor will be given to M r . Mackenzie to reply

to the discussion.
MR. MACKENZIE:

T h i s discussion has taken a much

wider

range than I expected it would. If I had had any experience in
building battleships

or

in other

work

covering

a number

of

years I should probably have made some suggestions accordingly.
M y plan might have been f o r a time to ascertain the amount of
work done on any contract, to have f o u n d a contractor to complete
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that work and have him furnish a surety company bond for the
faithful performance of his contract and then I would have ascertained the amount of work done on the building or the battleship and therefore had a correct inventory.

But in ordinary

cases where we have to take an inventory it is left to the accountant to check that inventory, and we must use our best judgment
in making a fair estimate of values.
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C. P. A. LAWS
As Enacted by the Several States.

UNIVERSITY OF T H E STATE OF N E W
COLLEGE

CERTIFIED PUBLIC ACCOUNTANTS
O F N E W Y O R K , 1896.
Chapter 3 1 2 .
AN

ACT TO REGULATE
ACCOUNTANTS.

YORK

DEPARTMENT.

THE

PROFESSION

LAWS

OF

PUBLIC

SECTION 1. A n y citizen of the United States, or person who has duly
declared his intention of becoming such citizen, residing or having a place
for the regular transaction of business in the state, being over the age of
21 years and of good moral character, and shall have received from the
Regents of the University a certificate of his qualifications to practice as a
public expert accountant, as hereinafter provided, shall be styled and
known as a Certified Public Accountant, and no other person shall
assume such title, or use the abbreviation " C. P. A . " or any other words,
letters or figures, to indicate that the person using the same is such
certified public accountant.
SEC. 2. T h e Regents of the University shall make rules for the
examination of persons applying for certificates under this act, and may
appoint a board of three examiners for the purpose, which board shall,
after the year 1897, be composed of certified public accountants. T h e
Regents shall charge for examination and certificate such fee as may be
necessary to meet the actual expenses of such examination, and they shall
report annually, their receipts and expenses under the provisions of this act
to the state comptroller, and pay the balance of receipts over expenditures
to the state treasurer. T h e Regents may revoke any such certificate for
sufficient cause after written notice to the holder thereof and a hearing
thereon.
SEC 3. T h e Regents may, in their discretion, waive the examination
of any person possessing the qualifications mentioned in Section 1 who
shall have been, for more than one year before the passage of this act,
practicing in this State on his own account, as a public accountant, and
who shall apply in writing for such certificate within one year after the
passage of this act.*
SEC. 4. A n y violation of this act shall be a misdemeanor.
SEC. 5. This act shall take effect immediately.
Dated April 17, 1896.
N O T E S ON T H E L A W .

1. T h e use of the abbreviation " C. P. A.," or any other words, letters
or figures to indicate that the person using the same is a certified public
accountant is prohibiteed except to those holding Regents' certificates.
* NOTE.—Laws 1901, ch. 343, extends the time for application under this section to
Sept. 1, 1901.
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2. T h e three examiners are appointed to serve for one year.
1897 the board has been composed of certified public accountants.
3.

Since

Certificates will be revoked for cause.

4. T h e full C. P. A . certificate is granted only to those at least 25
years of age who have had three years' satisfactory experience in the
practice of accounting, one of which shall have been in the office of an
expert public accountant.
5. Candidates having the required preliminary education and passing
the required examinations, but lacking the age or the three years' experience required for the full C. P. A . certificate, may be certified as junior
accountants under the same conditions as to residence and character.
6. T w o examinations are held
tively.
There are three sessions
hours:
( 1 ) theory of accounts,
hours; (3) auditing, 3 hours; (4)

annually in January and June respecof three hours each and one of four
3 hours; (2) practical accounting, 4
commercial law, 3 hours.

7. Candidates must complete all four subjects at a single examination
as required in medicine.
8. Candidates for either the C. P. A . or the junior accountant certificate must be more than 21 years of age and of good moral character.
They must pay a fee of $25, and must have the Regents' academic diploma
or its equivalent as prescribed for other professional examinations. (See
examination handbook.)
Applications should be made at least 10 days in advance to College
Department, University of the State of N e w York, Albany, N. Y .

PLACES.

N e w York, Albany, Syracuse, Buffalo.
Each candidate is notified as to exact place.

D A I L Y PROGRAM.

Morning, 9.15.
Tuesday—Theory of accounts; Wednesday—Auditing.

Afternoon,

1.15.

Tuesday—Practical accounting; Wednesday—Commercial Law.
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Laws.

PENNSYLVANIA.

AN ACT TO ESTABLISH A BOARD FOR T H E

EXAMINATION

OF ACCOUNTANTS, TO PROVIDE FOR T H E GRANTING OF
CERTIFICATES TO ACCOUNTANTS, AND TO

PROVIDE

A

PUNISHMENT FOR THE VIOLATION OF THIS ACT.
SECTION 1. Be it enacted, etc., That any citizen of the United States,
residing or having an office for the regular transaction of business in the
State of Pennsylvania, being over the age of twenty-one years and of good
moral character, and who shall have received from the Governor of the
State of Pennsylvania a certificate of his qualification to practice as a
public expert accountant, as hereinafter provided, shall be designated and
known as a certified public accountant, and no other person shall assume
such title, or use the abbreviation " C. P. A.," or any other words, letters
or figures to indicate that the person using the same is such certified
public accountant. Every person holding such certificate, and every copartnership of accountants, every member of which shall hold such certificates, may assume and use the title of certified public accountants, or the
abbreviation thereof, C. P. A . ; Provided, That no other person or copartnership shall use such title or abbreviation, or other words, letters or
figures, to indicate that the person or co-partnership using the same is such
certified public accountant.
SEC. 2. T h e Governor of the State of Pennsylvania shall appoint a
board of five examiners for the examination of persons applying for
certification under this act. Three of said examiners shall be public
accountants, who shall have been in practice as such for at least five
years; one of whom shall be appointed for the term of one year, one for
two years, and one for three years, and upon the expiration of each of
said terms an examiner shall be appointed for the term of three years,
and after one thousand eight hundred and ninety-nine these three examiners shall be certified public accountants. T h e other two examiners shall
be practicing attorneys in good standing in any of the courts in the State
of Pennsylvania; one of them shall be appointed for the term of one year,
and the other for two years, and upon the expiration of each of said terms
a successor shall be appointed for the term of two years. T h e examination for certificates shall be based upon an examination in commercial law
and general accounting; said examination shall take place in Philadelphia,
Harrisburg, and Pittsburg, twice a year, during the months of May and
November of each year, under such rules and regulations as may be
adopted by the board. T h e fees provided by this act shall be twenty-five
dollars for each applicant From the fees so collected the Board shall
pay all expenses incurred by it or any member thereof in the performance
of its duties, and may apply any surplus receipts, in any year, to the
payment of any deficiency in any previous year or years; but no member
of the board shall be entitled to receive any compensation for his services.
T h e board shall annually, in the month of June, file with the Auditor
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General a full account of its receipts and disbursements; and any surplus
then in the hands of the board, above the sum of five hundred dollars
($500), which may be retained to meet future expenses, shall be paid, at
the time of filing said account, to the State Treasurer, for the use of the
Commonwealth.
T h e results of such examinations shall be certified
to the Governor and filed in the office of the Secretary of Internal Affairs,
and kept for reference and inspection for a period not less than five
years; the Governor to issue the certificates.
SEC. 3. T h e Governor of the State of Pennsylvania may revoke any
such certificate for sufficient cause, upon the recommendation of the board
of examiners, who shall have given written notice to the holder thereof,
and after he has had a hearing thereon.
SEC. 4. T h e board of examiners may, in its discretion, waive the
examination of any person who shall have been for three years before the
passage of this act practicing in the State of Pennsylvania as a public
accountant, and who shall apply in writing for such certificate within one
year after the passage of this act.
SEC. 5. If any person shall hold himself out as having received the
certificate provided for in this act, or shall assume to practice thereunder
as a certified public accountant, or use the initials C. P. A., without having
received such certificate, or after the same shall have been revoked, he
shall be deemed guilty of misdeameanor, and on conviction thereof shall
be sentenced to pay a fine not exceeding five hundred dollars.
Approved the 29th day of March, A . D. 1899.
(Signed)

STATE OF

WILLIAM A .

STONE.

MARYLAND.

Chapter 719—Acts 1900.
A N A C T TO REGULATE THE PRACTICE OF T H E PROFESSION
O F P U B L I C A C C O U N T A N T IN T H E S T A T E O F M A R Y L A N D .
SECTION 1. Be it enacted by the General Assembly of Maryland, That
any citizen of the United States, or person who has duly declared his
intention of becoming such citizen, residing or having a place for the
regular transaction of business in the State of Maryland, being over the
age of twenty-one years and of good moral character, and who shall have
received from the Governor of the State of Maryland a certificate of his
qualification to practice as a public expert accountant, as hereinafter
provided, shall be styled and known as a certified public accountant; and
no other person shall assume such title, or use the abbreviation "C. P. A.,"
or any other words, letters or figures to indicate that the person using the
same is such certified public accountant.
SEC. 2. T h e Governor shall, within sixty days after the passage of
this Act, appoint a board of four examiners for the examination of persons applying for certificates under this A c t ; two of said examiners shall
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be public accountants, selected from a list of six names proposed by the
Maryland Association of Public Accountants, one of which said two
examiners shall hold office for the term of one year, and one for the term
of two years, and upon the expiration of each of said terms, and of each
succeeding term, an examiner shall be appointed for the term of two
years, and after the year nineteen hundred each successor to said two
examiners shall be appointed from such persons as may hold certificates
as Certified Public Accountants under this Act. T h e other two of said
board of examiners shall be practicing attorneys, in good standing, in
any of the courts of the State of Maryland; one of them shall hold office
for the term of one year, the other for the term of two years, and upon the
expiration of each of said terms and each succeeding term a successor
shall be appointed for the term of two years, such successors to be practicing attorneys, in good standing, as hereinbefore mentioned.
SEC. 3. Examinations of persons applying for certificates under this
A c t shall be held at least once every year, and be conducted according to
such rules and regulations as the said board of examiners may adopt for
the purpose.
T h e results of such examinations shall be certified to the
Governor, and to all persons as may have passed examination satisfactory
to said board of examiners, and by it been recommended, the Governor
shall issue the certificate mentioned in the first section of this Act.
SEC. 4. T h e board of examiners shall charge for examination and
certificate such fee as may be necessary to meet the actual expenses of
such examinations and issuing of such certificate, and shall report annually
the receipt and expenses under the provisions of this A c t to the State
Comptroller, and the surplus, if any, of receipts over expenses shall be
paid into the State Treasury. T h e Governor may revoke any certificate
issued under the provisions of this A c t for a sufficient cause; provided
written notice shall have been given to the holder thereof, and after he has
had an opportunity for a hearing thereon.
SEC. 5. T h e board of examiners may in its discretion waive the
examination of any person possessing the qualifications mentioned in
Section 1 of this Act, who shall have been at the time of the passage of
this A c t practicing in this State as a public accountant on his own account,
and who shall apply in writing to said board for such certificate within
one year after the passage of this Act, and upon the recommendation of
said board the Governor shall issue said certificate to such person.
SEC. 6. A n y person who shall violate any of the provisions of this
A c t shall be deemed guilty of a misdemeanor, and upon conviction thereof
in any court having criminal jurisdiction shall be fined not less than
fifty dollars nor more than two hundred dollars, or be confined not more
than six months in the county jail, if the conviction takes place in Baltimore City, in the Baltimore City jail, in the discretion of the court.
SEC. 7.

And be it enacted, That this A c t shall take effect from the

date of its passage.
A p p r o v e d April 10, 1900.
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CALIFORNIA.

STATE BOARD OF

ACCOUNTANCY.

Chapter 2 1 3 .
AN ACT TO CREATE A STATE BOARD OF ACCOUNTANCY
AND PRESCRIBE ITS DUTIES AND POWERS; TO PROVIDE
FOR T H E E X A M I N A T I O N OF A N D ISSUANCE OF CERTIFICATES TO QUALIFIED APPLICANTS, W I T H T H E DESIGNATION OF CERTIFIED PUBLIC ACCOUNTANT; AND TO
PROVIDE T H E GRADE OF P E N A L T Y FOR VIOLATIONS OF
T H E PROVISIONS HEREOF.
(Approved March 23, 1901.)
T h e People of the State of California, represented in Senate and
Assembly, do enact as follows:
SECTION 1. Within thirty days after the passage of this act the governor shall appoint five persons, at least three of whom shall be competent
and skilled public accountants who shall have been in practice as such in
this state for not less than five consecutive years, to constitute and serve
as a state board of accountancy. T h e members of such board shall, within
thirty days after their appointment, take and subscribe to the oath of office
as prescribed by the Political Code, and file the same with the Secretary
of State. They shall hold office for four years, and until their successors
are appointed and qualified; save and except that one of the members of
the Board first to be appointed under this act shall hold office for one
y e a r ; one for two years; one for three years, and two for four years. A n y
vacancies that may occur, from any cause, shall be filled by the governor
for the unexpired term; provided, that all appointments made after the
first year must be made from the roll of certificates issued and on file in
the office of the governor.
SEC. 2 T h e State Board of Accountancy shall have its office in the
city and county of San Francisco, and its powers and duties shall be as
follows:
1. T o formulate rules for the government of the board and for the
examination of and granting of certificates of qualification to persons
applying therefor;
2. T o hold written examinations of applicants for such certificates,
at least semi-annually, at such places as circumstances and applications
may warrant;
3. T o grant certificates of qualification to such applicants as may,
upon examination, be found qualified in " t h e o r y of accounts," "practical
accounting," "auditing," and "commercial law," to practice as certified
public accountants;
4. T o charge and collect from all applicants such fee, not exceeding
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twenty-five dollars, as may be necessary to meet the expenses of examination, issuance of certificates and conducting its office; provided, that all
such expenses, including not exceeding five dollars per day for each member while attending the sessions of the board or conducting examinations,
must be paid for the current receipts, and no portion thereof shall ever
be paid from the state treasury;
5. T o require the annual renewal of all such certificates, and to
collect therefor a renewal fee of not exceeding one dollar;
6. T o revoke for cause any such certificate, after written notice to the
holder, and a hearing being had thereon; provided, that such revocation
must receive the affirmative vote of at least four members of the board;
7. T o report annually to the governor, on or before the first day of
December, all such certificates issued or renewed, together with a detailed
statement of receipts and disbursements; provided, that any balance remaining in excess of the expenses incurred may be retained by the board
and used in defraying the future expenses thereof;
8. T h e board may, in its discretion, under regulations provided by its
rules, waive the examination of applicants possessing qualifications mentioned in section three, who shall have been for more than three years
prior to the passage of this act practicing in this state as public accountants on their own account, and who shall, in writing, apply for such
certificates within one year thereafter.
SEC 3. A n y citizen of the United States, or any person who has duly
declared his intention of becoming such citizen, residing and doing business in this state, being over the age of twenty-five years and of good
moral character, may apply to the state board of accountancy for examination under its rules, and for the issuance to him of a certificate of qualification to practice as a certified public accountant, and upon the issuance
and receipt of such certificate, and during the period of its existence, or
of any renewal thereof, he shall be styled and known as a certified public
accountant or expert of accounts, and no other person shall be permitted
to assume and use such title or to use any words, letters or figures to indicate that the person using the same is a certified public accountant.
SEC. 4. A n y violation of the provisions of this act shall be deemed a
misdemeanor.
SEC. 5.

This act shall take effect from and after its passage.

S T A T E O F ILLINOIS.
Senate Bill No. 3 8 2 .

House Bill No. 7 5 0 .

A BILL FOR A N A C T TO REGULATE T H E PROFESSION
PUBLIC ACCOUNTANTS.

OF

SECTION 1. Be it enacted by the people of the State of Illinois, represented in the general assembly. That any citizen of the United States
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or person who has duly declared his intention of becoming such citizen,
having a place for the regular transaction of business as a professional
accountant in the State of Illinois, being over the age of twenty-one years,
of good moral character, being a graduate of a high school with a four
years' course, or having had an equivalent education, and who shall have
received from the University of Illinois a certificate of his qualifications
to practice as a public expert accountant as hereinafter provided, shall
be styled and known as a " Certified Public A c c o u n t a n t " ; and no other
person shall assume such title or use the abbreviation " C. P. A.," or any
other words or letters to indicate that the person using the same is a
Certified Public Accountant.
SEC. 2. T h e University of Illinois shall determine the qualifications
of persons applying for certificates under this A c t and shall make rules
for the examination of the same, and for this latter purpose shall appoint
three examiners, at least two of whom shall be skilled in the practice of
accounting and actively engaged therein in the State of Illinois, and the
third shall be either an accountant of the grade herein described or an
attorney skilled in commercial law.
T h e time and place of holding the examinations shall be duly advertised, for not less than three consecutive days, in one daily newspaper
published in each of the places where the examinations are to be held,
not less than thirty days prior to the date of each examination.
T h e examination shall be in " Theory of Accounts," " Practical
Accounting," " Auditing," and " Commercial L a w " as affecting accountancy.
T h e examinations shall take place as often as may be necessary in the
opinion of the University, but not less frequently than once a year.
SEC. 3. T h e University of Illinois may in their discretion, under regulations provided by their rules, waive all or any part of the examination
of any applicant possessing the qualifications mentioned in Section 1,
who shall have had five successive years' previous experience as a public
accountant previous to the date of application, who shall apply in writing
within one year after the passage of this Act, and who shall have been
practicing in this state as a public accountant, on his own account, for
a period of not less than one year next prior to the passage of this A c t ;
also to any person who shall have been actively engaged in practice as a
public accountant for not less than five years next prior to the passage
of this Act, outside of the State of Illinois, who shall have passed an
examination equivalent, in the opinion of the University of Illinois, to the
examination to be held under the provision of this Act.
SEC. 4. ( a ) T h e University shall charge for the examination and
certificate a fee of twenty-five dollars ($25) to meet the expenses of such
examinations. This fee shall be payable by the applicant at the time of
filing his application.
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( b ) T h e Examiners appointed by the University of Illinois shall be
paid for the purpose of this A c t for the time actually expended in the
pursuance of the duties imposed upon them by this Act, an amount not
exceeding ten dollars ($10) per day, and they shall be further entitled to
their necessary traveling expenses. A l l expenses provided for by this
A c t must be paid from the receipts under this Act, and no expense
incurred under this A c t shall be a charge against the funds of the
University.
( c ) From the fees collected under Section 4 the University of Illinois
shall pay all the expenses incident to the examinations held under this
Act, the expense of issuing certificates, and traveling expenses of the
examiners, and their compensation while performing their duties under
this Act.
SEC. 5. T h e University may revoke any certificates issued under the
provision of this Act, for unprofessional conduct or other sufficient cause,
provided that written notice shall have been previously mailed to the
holder of such certificate twenty days before any hearing thereon, stating
the cause for such contemplated action, and appointing a date for a full
hearing thereof by the University; and provided further, that no certificates shall be revoked until a hearing shall have been made.
SEC. 6. If any person shall represent himself to the public as having
received a certificate as provided in this Act, or shall assume to practice
as a Certified Public Accountant, or use the abbreviation " C. P. A.," or
any similar words or letters to indicate that the person using the same is
a Certified Public Accountant, without having received such certificate; or
if any person having received a certificate as provided in this Act, and
having thereafter lost such certificate by revocation as herein provided,
shall continue to practice as a Certified Public Accountant; he shall be
deemed guilty of a misdemeanor and upon conviction thereof shall be
fined a sum not exceeding two hundred dollars ($200) for each offense;
providing that nothing herein contained shall operate to prevent a Certified
Public Accountant who is the lawful holder of a certificate issued in compliance with the laws of another State, from practicing as such within this
State, and styling himself a Certified Public Accountant.
May 15, 1903.

STATE OF

WASHINGTON.

STATE BOARD OF

ACCOUNTANCY.

AN ACT TO CREATE A " STATE BOARD OF ACCOUNTANCY,"
AND PRESCRIBE ITS DUTIES AND POWERS; TO PROVIDE
FOR T H E E X A M I N A T I O N OF, A N D I S S U A N C E O F CERTIFIC A T E S TO, Q U A L I F I E D A P P L I C A N T S , W I T H T H E DESIGNATION OF CERTIFIED PUBLIC ACCOUNTANT, AND TO
PROVIDE T H E P E N A L T Y FOR V I O L A T I O N S OF T H E PROVISIONS THEREOF.
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B e it enacted by the Legislature of the State of Washington, as
follows, to w i t :
SECTION 1. Within thirty days after this act shall take effect, the
Washington Association of Public Accountants shall elect fifteen reputable and skilled accountants, who shall have been in practice as such not
less than three consecutive years, from which the Governor shall appoint
five.
T h e said five skilled accountants duly elected and appointed shall
constitute the Board of Accountancy of the State of Washington, and
shall hold office, as respectively designated in their appointments, for the
term of one, two, three, four, or five years, as hereinafter provided, and
until their successors have been duly elected and appointed. T h e members
of such board shall, within thirty days after their appointment, take and
subscribe to the oath of office as prescribed by the statutes of the State of
Washington, and file the same with the Secretary of State. T h e Certified
Public Accountants of the State of Washington, as hereinafter provided,
shall annually elect five of their number, one of whom the Governor of the
State of Washington shall appoint to fill the vacancy annually occurring in
said board, such appointment to be for the term of five years. In case of a
vacancy occurring from any cause, the Governor shall fill the vacancy by
appointing a Certified Public Accountant from the names last submitted, to
serve as a member of the board for the remainder of the term.
SEC. 2. T h e State Board of Accountancy shall have its office at such
place in the State of Washington as shall be designated by the board, and
its powers and duties shall be as follows:
First: T o formulate rules for the government of the board and for
the examination of, and granting of certificates of qualification to, persons
applying therefor.
Second: T o hold written examinations of applicants for such certificates, at least semi-annually, at such places as circumstances and applications may warrant.
T h i r d : T o grant certificates of qualification to such applicants as may,
upon examination, be found qualified in " theory of accounts," " practical
accounting," " auditing," and " commercial law," to practice as Certified
Public Accountants.
Fourth: T o charge and collect from all applicants such fee, not exceeding twenty-five dollars, as may be necessary to meet the expenses of
examination, issuance of certificates, and conducting its office; provided,
That all such expenses, including not exceeding five dollars per day for
each member while attending the sessions of the board or conducting the
examinations, must be paid from the current receipts; and no portion
thereof shall ever be paid from the State Treasury.
F i f t h : T o revoke for cause such certificate, after written notice to the
holder, and a hearing being had thereon; Provided, That such revocation
must receive the affirmative vote of at least four members of the board.
S i x t h : T o report annually to the Governor, on or before the first day
of January in each year, all such certificates issued during the preceding
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year, together with a detailed statement of receipts and, disbursements;
Provided, That any balance remaining in excess of the expenses incurred
may be retained by the board and used in defraying the future expenses
thereof.
Seventh: T h e board may, in its discretion, under regulations provided
by its rides, waive the examination of applicants possessing the qualifications mentioned in sub-section three of this section, who shall have been
for more than one year prior to the passage of this act, residents of the
State of Washington, and who shall, in writing, apply for such certificate
within one year thereafter.
Eighth: Every Certified Public Accountant, during the time he continues the practice of his profession shall, annually, on such date as the
Board of Accountancy may determine pay to the secretary of said Board
of Accountancy, a fee of one dollar, in return for which payment he
shall receive a renewal certificate for one year.
SEC. 3. A n y citizen of the United States, or any person who has duly
declared his intention of becoming such citizen, residing and doing business in the State of Washington, being over the age of twenty-five years
and of good moral character, may apply to the State Board of Accountancy for examination under its rules, and for the issuance to him of a
certificate of qualification to practice as a Certified Public Accountant;
and upon the issuance and receipt of such certificate, and during the
period of its existence, he shall be styled and known as a Certified Public
Accountant, and no other person shall be permitted to assume and use
such title, or to use any words, letters or figures, to indicate that the
person using the same is a Certified Public Accountant, or expert of
accounts.
SEC. 4. A n y person violating the provisions of this act shall be
deemed guilty of a misdemeanor, and upon conviction thereof before any
court of competent jurisdiction, shall be punished by a fine in any sum not
exceeding one hundred dollars.
SEC. 5. This act shall take effect from and after its passage and
approval by the Governor.
March 12, 1903.

T H E L A W — S T A T E OF N E W

JERSEY.

Copy of an A c t of the Legislature. Chapter 230, page 400, Laws of
1904. Approved by Gov. Franklin Murphy, April 5, 1904, creating New
Jersey State Board of Public Accountants.
A N ACT TO REGULATE T H E PRACTICE OF THE PROFESSION
OF PUBLIC ACCOUNTANTS.
Be it enacted by the Senate and General Assembly of the State of New
Jersey:
303

American Association

Year-Book.

SECTION I. Within sixty days after the passage of this act the Governor of the State of N e w Jersey shall appoint three persons, who shall
be public accountants residing in the State of N e w Jersey, and who have
been engaged in the practice of their profession for at least three years;
the said three persons shall constitute the N e w Jersey State Board of
Public Accountants, one of whom shall be appointed to hold office for one
year, one shall be appointed to hold office for two years and one shall be
appointed to hold office for three years.
SEC. 2. Upon the expiration of the term of each member, the Governor shall appoint his successor from among the certified public accountants of the State of N e w Jersey for a term of three years, in like manner
as the previous appointments; each member shall hold over after the
expiration of his term until his successor shall have been duly appointed
and qualified.
SEC. 3. A n y vacancy occurring in the membership of the State Board
of Public Accountants shall be filled for the balance of the unexpired term
in like manner; the members of the Board shall serve without compensation for their services, except as hereinafter provided.
SEC. 4. T h e members of the N e w Jersey State Board of Public
Accountants shall, before entering upon the discharge of their duties, and
within thirty days after their appointment, take and subscribe an oath
before any officer authorized to administer oaths in the State, for the
faithful performance of duty, and file the same with the Secretary of
State; they shall annually elect from their Board a president, a secretary
and a treasurer; the offices of secretary and treasurer may, by vote of the
Board, be consolidated and held by one person; the officers shall receive
such compensation for their services as may be determined by the Board,
as hereinafter provided.
SEC. 5. T h e Board may adopt all necessary rules, regulations and
by-laws to govern its proceedings, not inconsistent with the laws of this
State or of the United States; the Board may adopt a seal, and the
secretary shall have the care and custody thereof, and shall keep a
record of all the proceedings of the Board, which shall be open to public
examination.
SEC. 6.

T w o members of the Board shall constitute a quorum.

SEC. 7. T h e Board may adopt rules and regulations for the examination and registration of applicants desiring to practice the profession of
public accountant, in accordance with the provisions of this act, and may
amend, modify and repeal such regulations from time to time.
SEC 8. T h e Board shall immediately, upon the election of each officer
thereof, and upon the adoption, repeal or modification of the rules and
regulations for the registration of applicants, file with the Secretary of
State and publish in at least one daily newspaper in the State the name,
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and post office address of each officer and a copy of such rules and regular
tions or the amendment, repeal or modification thereof.
SEC. 9. Provision shall be made by the State Board of Public
Accountants for holding examinations at least twice a year of applicants,
for registration to practice the profession of public accountant, if there
shall be any such applicants; and the Governor, upon the recommendation of the State Board of Public Accountants, shall have the power to
issue to any citizen of the United States, residing in or having a place
for the regular transaction of business in the State of N e w Jersey, who
shall be over the age of twenty-one years and of good moral character, a
certificate authorizing him to practice as a public expert accountant, and
such person shall be styled and known as a "certified public accountant."
SEC. 10. T h e Governor may, in his discretion, on the written recommendation of the Board, waive the examination of any person possessing
the qualifications mentioned in section nine of this act, and issue to said
person a certificate; provided he shall have practiced for more than three
years before the passage of this act as a public accountant in this State,
and shall apply in writing for such certificate within one year a f t e r
passage of this a c t
SEC. 11. T h e Board of Examiners may, in their discretion, waive the
examination of any person who shall at the time of his application reside
or have a place for the regular transaction of business in the State, and
shall hold a valid and unrevoked certificate as a certified public accountant, issued by or under the authority of any State or Territory; provided,
that the State issuing the original certificate grants similar privileges to
the certified public accountants of this State.
SEC. 12. Before any such certificate shall be issued to any applicant
therefor, he shall pay to the treasurer of the State Board of Public
Accountants the sum of $25.
SEC. 13. The Governor may, upon recommendation of the Board,
revoke any certificate theretofore issued by h i m ; provided, that said
recommendation be made after a hearing thereon before said Board, due
notice of which shall be given to the holder thereof, and for sufficient
cause shown in said hearing.
SEC. 14. If any person shall advertise or put out any sign, card or
drawing designating himself as a certified public accountant, or Shall
assume the title of certified public accountant, or use the abbreviation
" C. P. A . " or any other words, letters and figures, to indicate that the
person using the same is such certified public accountant, without a certificate thereof, in accordance with the provisions of this act, he shall be
guilty of a misdemeanor, and, upon conviction, shall be fined not less than
$50 and not more than $500 for each offence, or shall be imprisioned in the
county jail for a period of not less than one month.
SEC. 15. T h e expenses of said Board of the officers thereof, and of
the examination held by said Board, and of any other matter in connee305
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tion with the provisions of this act, shall be paid from the registration
fees above provided for, and not otherwise; in no case shall such
expenses or any part thereof be paid by the State of N e w Jersey, or be a
charge against said State.
SEC. 16. A n itemized account of all receipts and expenditures of said
Board shall be kept by its treasurer and a detailed report thereof each
year, ending with the 30th day of September, duly verified by the affidavit
of the said treasurer, shall be filed with the Secretary of State within
sixty days thereafter.
Said Secretary of State shall be paid such fees
therefor as are now paid for filing similar papers in his office.
SEC. 17. T h e members of the Board shall be entitled to reimbursement for their traveling and hotel expenses incurred in pursuance of their
duties, not to exceed $5 per diem for each member of said Board, and the
officers of said Board shall receive such annual compensation as shall be
provided by the Board by resolution adopted by it at a regular meeting;
no member of the Board shall be held personally responsible for any
portion of the salaries of the aforesaid officers, should the fees for certificates received by said Board be insufficient to meet the same.
SEC. 18. A n y surplus of fees in the treasury of said Board over and
above the sum of $500, after the payments of the expenses of the members
of the Board, and the salaries of the officers thereof, as herein provided
for, shall be paid annually to the treasurer of the State of New Jersey,
and shall thereafter be paid out only on the warrant and authority of the
comptroller of the State of New Jersey.
SEC. 19.

This act shall take effect immediately.

M I C H I G A N C. P . A .
AN

LAW.

ACT TO ESTABLISH A BOARD OF ACCOUNTANCY, TO
PROVIDE FOR T H E GRANTING OF CERTIFICATES T O
THOSE PUBLIC ACCOUNTANTS WHO QUALIFY UNDER
THE PROVISIONS OF THIS ACT AND TO PROVIDE A
P E N A L T Y FOR VIOLATIONS THEREOF.

The People of the State of Michigan

enact:

SECTION 1. A n y person, residing or having a place for the regular
transaction of business in the State of Michigan, being over the age of
twenty-one years, of good moral character, who shall have received from
the Governor of the State of Michigan a certificate of his qualifications
to practice as a public accountant, as hereinafter provided, shall be
styled and known as a certified public accountant, and no other person
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shall assume such title or use the abbreviation C. P. A., or any other
words, letters, or figures, to indicate that the person using the same is such
certified public accountant.
SEC. 2. Within thirty days after this act takes effect, the Governor
shall appoint three persons to constitute and serve as a Board of
Accountancy. T w o members of this board first appointed shall be selected
by the Governor from a list of names of public accountants who have been
practicing in the State of Michigan for a period of at least three years, one
of whom shall be appointed for a term ending January first, nineteen
hundred eight, and one for a term ending January first, nineteen hundred
ten, and upon the expiration of each of said terms and of each succeeding
term, a member shall be appointed for a term of three years.
Provided,
that the successors to the first two members who are public accountants
shall be selected from the holders of certificates under this act. One
member of this board shall be a practicing attorney, in good standing in
the courts of the State of Michigan, appointed in the first instance for a
term ending January first, nineteen hundred nine, and upon the expiration
of said term, and of any succeeding term, a member shall be appointed
for a term of three years, such successors to be practicing attorneys in
good standing, as hereinbefore mentioned. A n y vacancies that may occur
from any cause shall be filled by the Governor for the unexpired term
under the same conditions that govern regular appointments.
SEC. 3. T h e Board of Accountancy shall at its first meeting, formulate rules for its own guidance, not inconsistent with the provisions of
this act, a copy of which shall be sent to all public accountants in the
State.
Satisfactory evidence of good moral character shall be required
from each applicant for this certificate. Examinations of persons applying for certificates under this act shall be held at least twice each year
at such time and places as applications may warrant.
T h e time and
place for holding the examination shall be duly advertised at least three
consecutive days in a daily newspaper published in Detroit, Grand Rapids,
Saginaw, Marquette and Houghton, at least thirty days prior to the date
for such examinations, and notice of the same shall be mailed to all
holders of certificates under this act as well as applicants. T h e examination shall cover the following subjects: Theory of accounts, practical
accounting, auditing and commercial laws as affecting accountancy. T h e
fees for such examination shall be twenty-five dollars for each applicant,
payable to the treasurer of the board at least ten days prior to the holding of the examination.
T h e board may in its discretion, waive the
examination of any applicant not later than the year nineteen hundred
six, who in addition to the qualifications mentioned in section one, shall
have been a practicing public accountant in this State for more than one
year prior to the passage of this act. Each applicant for whom examination is waived, shall pay to the treasurer of the board the sum of twentyfive dollars, when recommended to the Governor for a certificate.
The
board shall maintain a register of the names and addresses of all persons
receiving certificates under this act.
T h e members of the board shall
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receive as compensation for their services ten dollars per day for the
time actually spent and the necessary expenses incurred in the discharge
of their duties as members of said board, Provided, however, T h a t all
compensation for services and expenses shall not exceed the amounts
received as fees from applicants. A l l bills for expenses and salaries shall
be allowed in open meeting of the board and shall be paid from the fees
received under the provisions of this a c t A l l money received in excess
of payments shall be paid into the State Treasury at the end of each year,
and so much thereof as shall be necessary to meet the current expenses of
said board shall be subject to the order thereof, if, in any year, the receipts
of said board shall not be equal to its expenses. T h e board shall make an
annual report to the Governor, containing a full account of its proceedings,
and render an annual financial account to the Board of State Auditors.
SEC. 4. T h e Governor shall issue certificates to those persons who
are recommended to him by the Board of Accountancy as having qualified
under provisions of this a c t
T h e governor may revoke any certificate for sufficient cause, after written notice to the holder thereof, and a
hearing thereon, and shall issue such notice whenever requested to by the
board.
SEC. 5. T h e Board of Accountancy may, in its discretion, register the
certificate of any certified public accountant who is the lawful holder of a
C. P. A . certificate issued under the law of another state, and may issue
to such certified public accountant a certificate of registration, which
certificate shall entitle the holder to practice as such certified public
accountant, and to use the abbreviation C. P. A . in this State:
Provided,
however, That such other state extends similar privileges to certified public
accountants of this State. The regular fee of twenty-five dollars shall be
charged for such certificate. Certificates of registration may be canceled in
the same manner as section four provides for the revoking of certificates
issued under this act.
SEC. 6. If any person shall hold himself out to the public as having
received a certificate as provided in this act, or shall assume to practice as
a certified public accountant or use the abbreviation C. P. A., or any other
letters, words or figures to indicate that the person using the same is such
certified public accountant, without having received such certificate or after
the same shall have been revoked, he shall be deemed guilty of a misdemeanor, the penalty for which shall be a fine of not less than one hundred
dollars nor more than five hundred dollars for each offense or imprisonment in the county jail for a period not exceeding six months.
SEC. 7. Every person having been granted a certificate under the provisions of this act, shall give a five thousand dollar bond to the Secretary
of State before entering upon his duties, for the faithful performance of
the same.
May

4,

1905.
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S T A T E OF FLORIDA.
Chapter 5 4 2 5 .
(No. 5 4 . )
AN

ACT TO CREATE A STATE BOARD OF ACCOUNTANCY
A N D T O PRESCRIBE ITS P O W E R S A N D DUTIES, T O PROVIDE FOR T H E EXAMINATION OF QUALIFIED ACCOUNTA N T S A N D T O PROVIDE A P E N A L T Y FOR VIOLATION OF
THIS ACT.

B e it enacted by the Legislature of the State of Florida:
SECTION 1. That any person residing in the State of Florida, being
over the age of twenty-one years, of good moral character, being a
graduate of a high school with a four years' course of study, or having
had an equivalent education, who shall have received from the State
Board of Accountancy a certificate of his qualifications to practice as a
public expert accountant, as hereinbefore provided, shall be styled and
known as a certified public accountant; and no other person shall assume
such a title, or use the abbreviation " C. P. A.," or any words or letters
to indicate that the person using the same is such certified public
accountant.
SEC. 2. The Governor shall within thirty days after the passage and
approval of this act, appoint three persons residing in this State, who shall
be skilled in the practice of accounting, to constitute and serve as a State
Board of Accountancy. T h e members of such Board shall hold office for
three years and until their successors have been appointed and have
qualified, except that one of the members of he State Board of Accountancy, first to be appointed under this act shall hold office for one year,
and one for two years. Upon expiration of each of said terms, an
examiner shall be appointed for the term of three years, and after the
years one thousand nine hundred and six the examiners appointed shall
be holders of certificates issued under this act.
SEC. 3. T h e State Board of Accountancy shall make rules which
shall be applied uniformly in all examinations held under this act. Said
examinations shall be held at least once each year at some accessible
place and notice of the time and place of each such examination shall be
advertised in three or more papers whose circulation is most general
throughout the State.
The examinations shall be in " Theory of
Accounts," " Practical Accounting," " Auditing," and " Commercial L a w
as affecting Accountancy."
SEC. 4. T h e State Board of Accountancy shall charge for the examination and certificate provided for in this act, a fee of twenty-five dollars to
meet the expenses of such examination. T h e fee shall be payable by the
applicant at the time of filing his application. T h e State Board of
Accountancy shall report annually to the Governor the names of all
persons receiving certificates, or whose certificates are registered, or
revoked; and the receipts and expenses under this act. Out of the funds
collected under this act shall be paid the actual expenses of the State
Board of Accountancy in conducting such examinations and issuing such
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certificates, and an amount not exceeding ten dollars a day to each member
of said Board for the time actually expended in the pursuance of such
duties imposed upon them by this act. Provided, that no expense incurred
under this act shall be a charge upon the funds of the State, and provided
further, that any funds remaining in the treasury of the Board shall be
reported annually to the State Comptroller and paid in to the State
Treasury for its benefit of the school fund. Provided, that the charge of
each such Certified Public Accountant shall in no case exceed ten dollars
per day.
SEC. 5. T h e State Board of Accountancy may, in its discretion, register
the certificate of any Certified Public Accountant who is a lawful holder
of a certified public accountant's certificate issued under the law of
another State, and may issue to such Certified Public Accountant a certificate of registration, which certificate shall entitle the holder to practice as
such Certified Public Accountant and to use the abbreviation " C. P. A . "
in this State; provided that the State issuing the original certificate grants
similar privileges to the Certified Public Accountants of this State. T h e
State Board of Accountancy may charge for such certificate of registration
such fee as may be necessary to meet the expenses of such registration.
SEC. 6. T h e State Board of Accountancy may at its discretion, waive
the examination of any person possessing the qualifications mentioned in
Section 1 of this act who shall have for more than three years before the
passage of this act been practicing in this State on his own account as a
public accountant, who shall apply in writing to said Board for such certificate within one year after the passage of this act. T h e applicant shall
pay for such fee as the board in its discretion shall deem fit.
SEC. 7. T h e State Board of Accountancy may revoke any certificate
issued under this act, or may cancel the registration of any certificate
registered under this act, for unprofessional cause, provided, that written
notice shall have been mailed to the holder of such certificate twenty
days before any hearing thereon, stating the cause for any such contemplated action, and appointing a day for a full hearing thereon by the
State Board of Accountancy.
SEC. 8. If any person shall represent himself to the public as having
received a certificate as provided in this act, or shall assume to practice
as a Certified Public Accountant, or use the abbreviation " C. P. A.," or
any similar words or letters to indicate that the person using the same
is a Certified Public Accountant, without holding a valid certificate
issued under the provisions of this act, he shall be deemed guilty of
a misdemeanor, and upon conviction thereof, shall be fined a sum not
exceeding two hundred ($200) dollars for each conviction, or shall be
imprisoned not exceeding six months.
SEC. 9. In every case of conviction under this act, whether by plea of
guilty or otherwise, the costs of prosecution shall be taxed against the
defendant.
SEC. 10. This act shall become a law immediately upon its approval
by the governor.
Approved June 5, 1905.
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ISLAND
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Chapter 1 3 7 0 .
AN

ACT TO C R E A T E A S T A T E BOARD OF A C C O U N T A N C Y
A N D T O R E G U L A T E T H E B U S I N E S S OF C E R T I F I E D PUBLIC ACCOUNTANTS.

It is enacted by the General Assembly

as

follows:

SECTION 1. It shall be unlawful for any person to practice as a certified public accountant in this state unless he shall have first obtained a
certificate of registration as provided in this act. Any citizen of the
United States, or person who has duly declared his intention of becoming
such citizen, having a place for the regular transaction of business as a
professional accountant in this state, being over the age of twenty-one
years, of good moral character, who shall have received as hereinafter
provided in this act a certificate of his qualifications to practice as a certified public accountant, shall be deemed and known as a certified public
accountant under the provisions of this act; and no person, unless he has
received a certificate under the provisions of this act, shall advertise or
in any manner use such name of certified public accountant, or the
abbreviation " C. P. A." or any other words or letters, or any imitation
thereof, tending to indicate that the persons so advertising or using the
same is such certified public accountant.
SEC. 2. A board of examiners, to be known as the state board of
accountancy, is hereby created to carry out the purposes and enforce the
provisions of this act. The members of said board, when appointed,
shall be citizens of this state and skilled in the practice of accounting,
and when appointed shall have been actively engaged therein on their own
account in this state for not less than the three years next preceding the
date of their appointment. A t the present session of the general assembly
the governor, with the advice and consent of the senate, shall appoint one
member of said board to hold office until the first day of February, A . D.
1907; one member of said board to hold office until the first day of
February, A . D. 1908; and one member of said board to hold office until
the first day of February, A. D. 1909. A t the January session of the general assembly, A . D. 1907, and at the January session of the general
assembly in every year thereafter, the governor, with the advice and
consent of the senate, shall appoint one member of said board; who when
appointed shall be a certified public accountant, to hold office until the
first day of February in the third year after his appointment, to succeed
the member of such board whose term will next expire: Provided, that
any vacancy which may occur in said board when the senate is not in
session shall be filled by the governor until the next session thereof, when
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he shall, with the advice and consent of the senate, appoint some person,
who when appointed shall be a certified public accountant, to fill such
vacancy for the remainder of the term. The members of said board may
be removed by the governor, for such cause as he shall deem sufficient and
shall express in the order of removal. Each member of said board, unless
he resigns or is removed, shall hold office until the appointment and
qualification of his successor. Each member of said board shall give a
bond in the sum of one thousand dollars, with surety or sureties, to be
approved by the general treasurer, conditioned for the faithful performance of his duties, and shall take the oath provided by law for public
officers.
SEC. 3. Said state board of accountancy shall organize, as soon as
may be after their appointment and qualification, by electing one of their
members chairman and one of their members secretary and one of their
members treasurer (except that said board may elect the same member secretary and treasurer; such organization shall continue until
the appointment and qualification of any new member of said board of
examiners, except in case of a vacancy in any office, when such vacancy
may be filled forthwith. The secretary of said board shall keep a record of
all its proceedings, issue all notices and certificates, and attest all such
papers and orders as said board shall direct; and the secretary shall
perform such other duties as shall be designated by said board.
SEC. 4. Said board shall have power to adopt rules and regulations
for conducting examinations to be held under this act. Said examinations
shall be held at least once a year in the city of Providence, and elsewhere
in the discretion of said board. Such examinations shall be held upon the
theory of accounts, practical accounting, auditing, commercial law as
affecting accountancy, and such other subjects as said board may determine.
Such board shall issue to each applicant passing a satisfactory
examination a certificate entitling such person to practice in this state,
as a certified public accountant, until such certificate shall be revoked as
hereinafter provided in this act. Said board shall keep a register in which
shall be entered the names of all the persons to whom certificates are
issued under this act, and said register shall be open at all times to public
inspection at the office of the secretary of said board.
SEC. 5. Said board shall charge for the examination and certificate
provided for in this act a fee of twenty-five dollars, payable by said applicant at the time of filing his application. In case of the failure on part of
any applicant to attend the examination at the date specified by said board
or to pass a satisfactory examination, said applicant may, at the discretion
of said board, appear at the next annual examination of said board for
re-examination upon the payment of the further sum of fifteen dollars.
SEC. 6. The actual expenses of said board shall be paid out of the
funds received from applicants for examinations: Provided, that in no
event shall such expenses be a charge against the state. No member of
said board shall receive any compensation for his services, but he shall
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be entitled to receive from the funds in the hands of said board his actual
expenses incurred in the discharge of his duties under this act.
SEC. 7. Said board shall present annually to the general assembly in
the month of January a detailed statement of the receipts and disbursements of said board during the preceding year, with a statement of its
acts and proceedings, and such recommendation as said board may deem
proper. Any moneys in the hands of the treasurer of said board at the
time of making such report shall then be paid over to the general
treasurer.
SEC. 8. Said board may, in its discretion, register the certificate of
any certified public accountant who is the lawful holder of such certificate
issued under the laws of any other state, territory, District of Columbia,
or government, and may issue to such certified public accountant a certificate of registration, which certificate shall entitle the holder thereof to
practice as such certified public accountant under the provisions of this
act in this state: Provided, that such other state, territory, government
or the District of Columbia extends similar privileges to certified public
accountants of this state. Said board shall charge for such certificate of
registration a fee of fifteen dollars.
SEC. 9. Said board, by a majority vote thereof, may, in its discretion,
waive the examination of any person possessing the qualifications mentioned in this act who, for more than three years preceding the passage
of this act, shall have practiced in this state on his own account as a public
accountant, and who shall apply in writing to said board for such certificate within six months after the passage of this act. Said board may
charge for such certificate of registration a fee not exceeding fifteen
dollars. Said board shall have power to revoke any certificate of registration, granted by it under this act, for gross incompetency, for unprofessional conduct, or for other cause sufficient in the judgment of said
board: Provided, that before any certificate shall be so revoked the
holder thereof shall have notice in writing of the charge or charges against
him and shall have reasonable opportunity to be heard in his defense.
Any person whose certificate has been so revoked may apply to have the
same reissued, and the same shall be issued to him upon a satisfactory
showing that such disqualification has ceased. Said board shall have
power by its chairman to summon any person to appear as a witness and
testify at any hearing by said board under the provisions of this act, and
to examine and to administer oaths to such witnesses. Any person
aggrieved by any decision or ruling of said board may, within thirty days,
exclusive of Sundays and holidays, after receiving notice of said decision,
appeal thereform to the Superior Court sitting at Providence, and said
Superior Court shall, as soon as may be, hear and determine said appeal,
following the course of equity, and subject to all the rights of parties in
such cases.
SEC. 10. Nothing in this act shall prohibit any person from serving
as a student, clerk, or employee in the office of any certified public
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accountant: Provided, such student, clerk, or employee shall first file with
the secretary of said board a statement in writing, showing the name and
place of business of his employer, and the date of the beginning of such
employment, and the full name, age, and residence, of such student, clerk,
or employee. So such student, clerk, or employee, shall be authorized to
certify accounts or to advertise or hold himself out to the public as a
certified public accountant.
SEC. 11. Any person practicing the occupation of certified public
accountant, or using the abbreviation " C. P. A.," or similar words or
letters indicating that the person using the same is a certified public
accountant, or representing himself to the public as having received the
certificate provided in this act, without having received such certificate
as provided in this act, or any person so representing himself as having
received such certificate or practicing as aforesaid after his certificate has
been revoked as provided in this act, shall be deemed guilty of a misdemeanor, and upon conviction thereof shall be punished by a fine not
exceeding two hundred dollars for each offense, and upon a subsequent
conviction shall be punished by a fine of not less than two hundred dollars nor more than five hundred dollars, or by punishment not exceeding
six months, or both, in the discretion of the Court.
SEC. 12. This act shall take effect upon its passage.
April 20, 1906.
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Chapter 86.
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Be it enacted by the Legislature

of the State of

Utah:

SECTION 1. Board created.—Shall take oath of
office.—Term.—Vacancies.—Within sixty days after the passage of this act the governor shall
appoint three persons, at least two of whom shall be competent and skilled
public accountants, who shall have been in practice as such in this State
for not less than three years, to constitute and serve as a State Board of
Accountancy. The members of such board shall, within thirty days after
their appointment, take and subscribe to the oath of office as prescribed
by the laws of the State of Utah, and file the same with the Secretary
of State. They shall hold office for four years and until their successors
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are appointed and qualified; save and except that one of the members
of the board first to be appointed under this act shall hold office for two
years, and two for four years. Upon the expiration of each of said
terms, members sufficient to fill the board shall be appointed by the
Governor, for the term of four years and until their successors are
appointed and qualified; and after the year one thousand nine hundred
and ten, the members of the board shall be appointed from the holders
of certificates issued under this act. A n y vacancy that may occur, from
any cause, shall be filled by the Governor for the unexpired term.
SEC. 2. Location of Office.—Duties
of Board.—The
State Board of
Accountancy shall have its office in the City and county of Salt Lake, and
its powers and duties shall be as follows:
1. T o formulate rules for the government of the board and for the
examination of and granting of certificates of qualification to persons
applying therefor;
2. T o hold written examinations of applicants for such certificates, at
least annually, at such places as circumstances and applications may
warrant;
3. T o grant certificates of qualifications to such applicants as may,
upon the examination, be found qualified in " theory of accounts," " practical accounting," " auditing," and " commercial law," as affecting accountancy, to practice as certified public accountants;
4. T o charge and collect from all applicants a fee, of twenty-five
dollars, to meet the expenses of examination, issuance of certificates and
conducting its office; provided that all such expenses, including not exceeding ten dollars per day for each member while attending a session
of the board or conducting examinations, must be paid from the current
receipts, and no portion shall ever be paid from the State Treasury.
5. T o require the annual renewal of all such certificates, and to
collect therefor a renewal fee of not exceeding five dollars;
6. T o revoke for cause any such certificate, after written notice to the
holder, and a hearing being had thereon;
7. T o report annually to the Governor, on or before the first day of
December, all such certificates issued or renewed, together with a detailed
statement of receipts and disbursements; provided, that any balance remaining in excess of the expenses incurred may be retained by the board
and used in defraying the expenses thereof:
8. T h e board may, in its discretion, under regulations provided by
its rules, waive the examination of applicants possessing the qualifications mentioned in Section 3, who shall have been for more than two
years prior to the passage of this act practicing in this state as public
accountants on their own account, and who shall, in writing, apply for
such certificate within one year thereafter.
SEC. 3. Qualifications.—Certificate.—Any
citizen of the United States,
or any person who has duly declared his intention of becoming such
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citizen, residing and doing business as a public accountant in this state,
being over the age of twenty-one years and good moral character, may
apply to the State Board of Accountancy for examination under its rules,
and if found qualified the board shall issue to him a certificate of qualification to practice as a certified accountant and upon the issuance and
receipt of such certificate, and during the period of its existence, or of
any renewal thereof, he shall be styled and known as a certified public
accountant or expert of accounts, and no other person shall be permitted
to assume the use of such title or to use any words, letters or figures to
indicate that the person using the same is a certified public accountant.
SEC. 4. Penalty.—If
any person shall represent himself to the public
as having received a certificate as provided in this act, or shall assume
to practice as a certified public accountant, or using the abbreviation
"C. P. A . " or any similar words or letters to indicate that the person
using the same is a certified public accountant, without having received
such C. P. A . certificate as provided in this act, or if any person having
received any such certificate and having thereafter lost it by revocation
or by failure to renew the same, as herein provided, shall continue to
practice as a certified public accountant, he shall be deemed guilty of a
misdemeanor, and upon conviction thereof shall be fined a sum not
exceeding two hundred dollars ($200) for each such offense.
SEC. 5. This act shall take effect upon approval.
Approved this 14th day of March, 1907.

STATE OF
AN

COLORADO.

A C T TO CREATE A S T A T E BOARD OF ACCOUNTANCY
A N D TO REGULATE PUBLIC ACCOUNTANTS.

Be it enacted by the General Assembly

of the State of

Colorado:

SECTION 1. Within thirty days after the passage of this act, the
Governor shall appoint three persons to constitute a State Board of
Accountancy. T h e members of said Board shall be persons skilled in the
knowledge and practice of accounting and actively engaged as professional accountants within the State of Colorado.
SEC. 2. T h e members of such board shall hold office for three years
or until their successors are appointed and have qualified, except that of
the members first appointed under this act, one shall hold office for one
year, one for two years and one for three years. The term of office of
each to be designated by the Governor in his appointment. Upon the
expiration of each of said terms a member shall be apointed by the
Governor for the term of three years, and after the thirty-first day of
December, 1907, the members of said board shall be appointed from
among the holders of certificates issued under this act.
SEC. 3.

The

board

shall

determine
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applying for certificates under this act, and make rules for the examination of applicants and the issue of certificates herein provided for.
SEC. 4. T h e board shall organize by the election of one of its members as president, one member as secretary and one member as treasurer;
provided, however, that the office of secretary and treasurer may be held
by one person.
SEC. 5. T h e treasurer shall give bond to the state in such sum as
may be determined by the board.
SEC. 6. The board shall keep a complete record of all its proceedings, and shall annually submit a full report to the Governor.
SEC. 7. The board shall grant certificates of qualification to such
applicants as may, upon examination, be qualified in "theoretical" and
" practical" accounting, " commercial l a w " as affecting accountancy,
and in such other subjects as the board may deem advisable.
A majority of the board shall constitute a quorum, and the vote of
two members shall be considered as the action of the board.
SEC. 8. A n y citizen of the United States, or person who has duly
declared his intention of becoming such citizen, over the age of twentyone years, of good moral character, being a graduate of a high school or
having had an equivalent education, who has had at least three years'
experience in the practice of accounting, and has passed a satisfactory
examination as herein provided, shall be entitled to a certificate as public
accountant, and shall be styled and known as a certified public accountant.
• SEC. 9. T h e examinations shall be held as often as may be necessary
in the opinion of the board, and at such times and places as it may
designate, but not less frequently than once in each calendar year.
SEC. 10. The Board shall charge for each examination and certificate
provided for in this act, a fee of twenty-five dollars ($25). This fee
shall be payable to the treasurer of the board by the applicant at the time
of filing of application. In no case shall the examination fee be refunded,
but said applicant may be re-examined within eighteen months from
the date of his application without payment of an additional fee.
SEC. 11. The members of the board to be appointed under the provisions of this act shall be paid for the time actually expended in the
pursuance of the duties imposed upon them by this act, an amount not
exceeding ten dollars ($10) per day, and they shall also be entitled to
necessary traveling expenses.
SEC. 12. From the fees collected, the board shall pay all expense?
incident to the examinations to be held under this act, the expenses of
preparing and issuing certificates, the traveling expenses of examiners,
and their compensation while performing their duties under this act, provided, that no expense incurred under this act shall be a charge against
the state. A n y surplus arising shall at the end of each year be deposited
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by the treasurer of the board, with the state treasurer to the credit
of the general fund.
SEC. 13. A n y person who files his application within six months after
the organization of the board, and is at the time of filing said application a public accountant and has practiced as such for at least three
years next preceding the date of his application, the last year of which
has been in the State of Colorado, shall file with his application proof
of said facts. The board shall consider said proofs and such other
evidence as may be procured, and if it be satisfied that the statements
contained in said application and proofs are true, and that the applicant
is of good moral character, the board shall accept said proofs and evidence in lieu of an examination, and shall grant said applicant a
certificate.
SEC. 14. A n y citizen of the United States or person who has declared
his intention of becoming such citizen, over twenty-one (21) years of
age, of good moral character, and who has complied with the rules and
regulations of the Board pertaining to such cases, and who holds a valid
and unrevoked certificate as a certified public accountant, or the equivalent thereof, issued by or under the authority of any other State of the
United States, or of the United States, or the District of Columbia, or
any Territory of the United States, or by or under the authority of a
foreign nation, when the board shall be satisfied that their standards and
requirements for a certificate as a certified public accountant are substantially equivalent to those established by this act, may at the discretion
of the board receive a certificate as a certified public accountant, and
such person may thereafter practice as a certified public accountant and
assume and use the name, title and style of "Certified Public Accounta n t " or any abbreviation or abbreviations thereof, in the State of Colorado, provided, however, that such other state or nation extends similar
privileges to Certified Public Accountants of the State of Colorado.
SEC. 15. The board may revoke any certificate issued under this act
for sufficient cause, provided that written notice shall have been mailed to
the holder of such certificate at his last known address at least twenty
days before any hearing thereon, stating the cause of such contemplated
action, and appointing a time for a hearing thereon by the Board; and,
provided further, that no certificate issued under this act shall be revoked
until such hearing shall have been had. A t all such hearings the attorney
general of the state or one of his assistants designated by him shall sit
with the board with all the powers and pay of a member thereof.
SEC. 16. If any person shall represent himself as having received a
certificate as provided in thas act, or shall practice as a certified public
accountant, or use the abbreviation "C. P. A." or any similar words or
letters to indicate that the person using the same is qualified to practice
in this state as a certified public accountant, without having received
such certificate as provided for by this act, or if any person having
received a certificate as provided for in this act, and having thereafter
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lost such certificate by revocation as herein provided, shall practice as a
certified public accountant, he shall be deemed guilty of a misdemeanor,
and upon conviction thereof shall be fined not less than fifty dollars
($50) and not exceeding two hundred dollars ($200) for each offense.
SEC. 17. Nothing herein contained shall be construed to restrict or
limit the power or authority of any state, county, or municipal officer or
appointee engaged in or upon the examination of the accounts of any
public officer, his employees or appointees.
SEC. 18. In the opinion of the General Assembly an emergency
exists; therefore, this act shall take effect and be in force from and after
its passage.
R.

G.

BRECKENRIDGE,

Speaker of the House of
E. R.

Representatives.

HARPER,

President
HENRY A .

of the

Governor of the State of
Approved March 27, 1907, at 3:33 p. m.

STATE OF

Senate.

BUCHTEL,

Colorado.

CONNECTICUT.

Copy of an act of the legislature. Chapter 202, page 753, laws of
1907. Approved by Gov. Rollin S. Woodruff, July 11, 1907, creating Connecticut State Board of Accountancy.
Be it enacted
Assembly

by the Senate
convened:

and House

of Representatives

in

General

SECTION 1. There is hereby established a state board of accountancy,
to consist of three members. Within thirty days after the passage of this
act the governor shall appoint as members of said board, two persons
skilled in the practice of accounting and one attorney-at-law, one for a
term ending January 1, 1908, one for a term ending January 1, 1909, and
one for a term ending January 1, 1910, and thereafter as said terms of
office respectively expire, and triennially thereafter, the governor shall
appoint, from the holders of the certificate hereinafter provided for in
this act, one member of said board to serve for a term of three years and
until his successor is appointed and qualified. T h e governor shall have
power to fill any vacancy occurring in the membership of said board, and
may remove any member, for cause, after due notice and hearing. T h e
members of said board, before entering upon the discharge of their duties,
shall take an oath before some proper authority for the faithful performance of said duties.
SEC. 2. A t the first meeting of said board, which shall be held at the
capítol in Hartford, on the second Wednesday in August, 1907, and at the
annual meeting, which shall be held on the second Wednesday in June in
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each year thereafter, the members shall elect from their number a
president, a secretary, and a treasurer; the offices of secretary and treasurer may be held by the same person. Said board may adopt a seal, and
may adopt such by-laws, rules, and regulations for the transaction of
the business of the board and the government of its affairs, not inconsistent with the laws of this state and of the United States, as it may
deem expedient and may amend, modify or repeal any such by-law, rule
or regulation. T w o members shall constitute a quorum for the transaction
of business, and special meetings shall be called upon request of any two
members. The members of the board shall receive for their services ten
dollars per day and their necessary expenses while engaged in the discharge of their official duties, such payments to be made by the treasurer
of the board from the fees hereinafter provided. During the month of
January of each year the treasurer shall file with the treasurer of the
state an itemized account of the receipts and expenditures of the board,
and shall pay to the state any unexpended balance in his hands not
required for the proper transaction of the business of the board.
SEC. 3. A t a meeting of said board, to be held on or before October
1, 1907, at the annual meeting hereinbefore provided for, and at such
special meetings as the board shall deem necessary to hold for the purpose, public notice of which shall be given at least fifteen days prior to
any such meeting in such manner as the board shall determine, said
board shall examine all eligible applicants for a certificate as a certified
public accountant. Every eligible applicant shall be examined in the
theory of accounts, practical accounting, auditing, commercial law, and
such other related subjects as the board shall deem necessary. A n y
person shall be eligible to take such examination who is a citizen of the
United States, residing or having a place for the regular transaction of
business in the State of Connecticut, who is over twenty-one years of
age, of good moral character, and a graduate of a high school with a
four years' course, or, in the discretion of the board, has had an equivalent
education, who shall have been regularly employed as a bookkeeper for a
period of not less than two years, and who shall have had such training
and experience in the art of public accounting as the board, by its rules
and regulations, shall prescribe. A l l applications for examination shall
be in writing and upon such forms as the board shall provide, and shall
be accompanied by a fee of twenty-five dollars, to be paid at the time
the application is filed.
SEC. 4. Whenever any person shall have passed the examination
herein prescribed the president of the board shall certify such fact to the
governor, and the governor shall thereupon sign and issue to such successful applicant a certificate prepared by the board, in which the applicant shall be given the right to be known and designated as a certified
public accountant, and to use said title in full or the initials " C. P. A . "
as said certificate shall prescribe.
SEC. 5. A n y person holding a certificate as a certified public accountant granted under the laws of another state, and who has had at least
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five years' experience as a public accountant, and who has practiced in
this state on his own account for one year or more, providing the state
issuing such original certificate grants a similar privilege to the certified
public accountants of this state, and any person twenty-one years of age
or over, of good moral character, applying for a certificate as a certified
public accountant within ninety days from and after the passage of this
act, and who shall, by affidavit or otherwise, show to the satisfaction of
the board that he has had at least two years' instruction in the office of, or
by, a reputable accountant in active practice in this state, and has been
engaged in the practice of public accountancy in this state for at least
one year, or has had such other experience as said board shall find to be
equivalent thereto shall upon the payment to the board of a fee of ten
dollars, and upon the recommendation of the board, receive from the
governor the certificate as a certified public accountant provided for in
this act, without an examination.
SEC. 6. A n y person who shall advertise or issue any sign, card, or any
other indication designating himself as a certified public accountant, or
who shall assume the title of certified public accountant, or use the
abbreviation " C. P. A . " or any other words, letters or figures to indicate
or represent that he is a certified public accountant, without having
received a certificate in accordance with the provisions of this act, or who
shall issue any such sign, card, or other indication, or assume such title
or abbreviation after any certificate authorizing such use by him has been
revoked, shall be deemed guilty of a misdemeanor, and upon conviction
thereof shall be fined not more than five hundred dollars.
Sec. 7.

This act shall take effect from its passage.

STATE OF

GEORGIA.

A N A C T TO ESTABLISH A BOARD FOR T H E EXAMINATION
OF ACCOUNTANTS AND TO PROVIDE FOR T H E GRANTING OF C E R T I F I C A T E S T O A C C O U N T A N T S A N D T O PROVIDE A PUNISHMENT FOR T H E VIOLATION OF THIS ACT.
SECTION I. Be it enacted, by the senate and house of representatives
of the Commonwealth of Georgia in general assembly met, and it is hereby enacted by the authority of the same. That any citizen of the United
States residing and having an office for the regular transaction of business
in the State of Georgia, being over the age of twenty-one years, and of
good moral character, and who will have received from the Governor of
the State of Georgia a certificate of his qualification to practice as a
public expert accountant as hereinafter provided, shall be designated
and known as a certified public accountant, and no other person shall
assume such title or use the abbreviation C. P. A. or any other words,
letters, or figures to indicate that the person using the same is such certi321
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fied public accountant. Every person holding such certificate and every
co-partnership of accountants, every member of which shall hold such
certificate may assume and use the title of certified public accountant
or the abbreviation thereof C. P. A., provided that no other person or
co-partnership shall use such title or abbreviation, or other words, letters,
or figures, to indicate that the person or co-partnership using the same
is such certified public accountant.
SEC. 2. T h e governor of the State of Georgia shall appoint a board
of three examiners for the examination of persons applying for certification under this act. T w o of said examiners shall be public accountants who shall have been in practice for at least five years, one of whom
shall be appointed for the term of two years, and one for the term of
three years, and upon the expiration of each of said terms an examiner
shall be appointed for the term of three years and after the year one
thousand nine hundred and eight, these two examiners shall be certified public accountants. T h e other examiner shall be a practicing attorney in good standing in any of the courts of the State of Georgia, who
shall be appointed for the term of two years, and upon the expiration of
said term, a successor shall be appointed for the term of three years. The
examination for certificates shall be based upon an examination in theory
of accounts, practical accounting, auditing, commercial arithmetic, and
commercial law. Said examinations shall take place twice a year in the
City of Atlanta, during the months of May and November of each year,
under such rules and regulations as may be adopted by the board. T h e fees
provided by this act shall be twenty-five dollars for each applicant, from
which shall be paid the expenses incident to each examination, including
stationery, clerk hire, and traveling expenses of the examining board.
The results of such examinations shall be certified to the governor, and
filed in the office of the secretary of state, and kept for reference and
inspection for a period of not less than five years, and the governor to
issue the certificate.
SEC. 3. T h e governor of the State of Georgia may revoke any such
certificate for sufficient cause upon the recommendation of the board of
examiners, who shall give written notice to the holder thereof, and after
he has had a hearing thereon.
SEC. 4. T h e board of examiners may in its discretion waive the examination of any person who shall have been for the three years immediately preceding the passage of this act practicing in the State of
Georgia or a sister state as a public accountant, who shall apply in writing
for such certificate within three months after the passage of this act.
SEC. 5. If any person shall hold himself out as having received the
certificate provided for in this act or shall assume to practice thereunder
as a certified public accountant or use the initials C. P. A., without having
received such certificate, or after the same shall have been revoked, he
shall be deemed guilty of misdemeanor, and upon conviction thereof, shall
be sentenced to pay a fine not exceeding five hundred dollars, nor less
than two hundred dollars.
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Senate Bill No. 3 6 .
A N A C T T O R E G U L A T E T H E P R A C T I C E OF PUBLIC ACCOUNTING B Y E S T A B L I S H I N G A S T A T E B O A R D OF ACCOUNTA N T S , FIXING I T S F E E S A N D E M O L U M E N T S ; T O PROHIBIT T H E U N L A W F U L U S E OF WORDS, L E T T E R S , OR
OTHER M E A N S OF IDENTIFICATION, BY U N A U T H O R I Z E D
PERSONS, A S CERTIFIED PUBLIC A C C O U N T A N T S UNDER
T H I S A C T A N D T O P R O V I D E P E N A L T I E S FOR T H E VIOL A T I O N OF I T S PROVISIONS.
SECTION 1. Be it enacted by the general assembly of the State of
Louisiana, that any citizen of the United States, residing or having a
place for the regular transaction of business in the State of Louisiana,
being over the age of twenty-one years, of good moral character, and who
shall have received from the Louisiana State Board of Accountants a certificate of his qualifications to practice as an expert public accountant, as
hereinafter provided, shall be styled and known as a certified public
accountant, and it shall be unlawful for any other person or persons to
assume such title or use any letters, abbreviations or words to indicate that
the one using same is a certified public accountant.
SEC. 2. Be it further enacted, etc., that within sixty (60) days
after the passage of this act, the Governor of the State of Louisiana, shall
appoint three persons who shall be skilled in the practice of accounting
and actively engaged therein in this state, one for a term of two (2)
years, one for a term of four (4) years, and one for a term of six (6)
years; said members to establish and constitute the Louisiana State Board
of Accountants. A member of said board shall be appointed bi-annually
thereafter by the governor to serve a term of six years, or until such time
as his successor has qualified. All vacancies created by death, resignation or otherwise, shall be filled by the governor for the unexpired term.
The members of the Louisiana State Board of Accountants, the first board
excepted, shall be appointed from the holders of certificates issued under
and by virtue of this act. Within thirty (30) days after their appointment, the members of said board shall take an oath, before any person
authorized to administer oaths in this state, to faithfully and impartially
perform their duties, and same shall be filed with the secretary of state.

SEC. 3. Be it further enacted, etc., That the Louisiana State Board of
Accountants is hereby authorized and empowered to adopt and enforce
all necessary rules, regulations, by-laws, etc., to govern its proceedings,
and to regulate the mode of conducting examinations, to be held under
this act, provided said examinations shall be held at least once a year.
The examinations shall cover a knowledge of the " Theory of Accounts,"
" Practical Accounting," " Auditing," " Commercial Law as Affecting
Accountancy," and such other branches of knowledge as the board may
deem necessary to maintain the highest standard of proficiency in the pro323
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fession of public accounting. T h e Board shall have power to issue certificates under their official seal and signatures as provided by this act.
SEC. 4. Be it further enacted, etc., That the Louisiana State Board
of Accountants shall be authorized to charge each applicant for a certificate a fee not to exceed twenty-five dollars ($25), same to be paid when
the application is filed, except that the fee for each application filed within
ninety (90) days after the passage of this act, shall not exceed tea
dollars ($10). Out of the funds collected under this act shall be paid the
expenses of the Louisiana State Board of Accountants, including mileage,
and an amount not exceeding fifteen dollars ($15) per day, for the time
expended in conducting examinations and issuing certificates, provided,
no expenses incurred by said Board shall ever be charged to the funds
of the state.
SEC. 5. Be it further enacted, etc., That the Louisiana State Board
of Accountants, may in its discretion, register the certificates of any certified public accountant, who is the lawful holder of a certified public
accountant's certificate issued under the law of another state, and may
issue to such certified public accountant a certificate which shall entitle
the holder to practice as such certified public accountant, and to use
the abbreviation " C . P. A . " in this state provided, that the state issuing
the original certificate grants similar privileges to the certified public
accountants of this state. The fee for such registration shall not exceed
twenty-five dollars ($25).
SEC. 6. Be it further enacted, etc., That the Louisiana State Board
of Accountants shall waive the examination of any person possessing
the qualifications mentioned in Section 1 of this act; first, for not less
than five years has been actively employed as an accountant or bookkeeper, who shall apply in writing to the board for such certificate, provided, that said application be accompanied by an affidavit before any
notary public or justice of the peace, giving the name or names of the
firms or corporations by whom he has been employed for the past five
years, and provided said application be filed within ninety (90) days
after the passage of this act, or who, second, for more than three consecutive years before the passage of this act shall have been practicing
in this state, on his own account, as a public accountant, and who shall
apply in writing to the board for such certificate within ninety (90)
days after the passage of this act.
SEC. 7. Be it further enacted, etc., That the Louisiana State Board
of Accountants may revoke any certificate issued under this act, or may
cancel the registration of any certificate registered under this act, for
the unprofessional conduct of the holder of such certificate, or for other
cause, provided, that written notice shall have been mailed to the holder
of such certificate twenty (20) days before any hearing thereon, stating
the cause for such contemplated action and appointing a day for full
324

C. P. A. Laws.
hearing thereon by the Louisiana State Board of Accountants, and provided further, that no certificates issued under this act shall be revoked
until such hearing shall have been held.
SEC. 8. Be it further enacted, etc., That if any person shall represent
himself to the public as having a certificate as provided in this act, or
shall assume to practice as a certified public accountant, or use the
abbreviation " C. P. A . " or any similar words or letters to indicate that
the person using the same is a certified public accountant, without having received a registration certificate, as provided in this act, or if any
person having received a certificate as provided in this act, and having
thereafter lost such certificate by revocation, as provided in Section 7,
shall continue to practice as a certified public accountant, he shall be
deemed guilty of a misdemeanor and upon conviction thereon shall be
fined not less than one hundred dollars ($100) or sentenced to serve
three (3) months in jail for each offense.
SEC. 9. Be it further enacted, etc., That all laws or parts of laws in
conflict with the same are hereby repealed.

S T A T E O F OHIO.
Approved by the Governor, May 9th, 1908.
AN

A C T TO ESTABLISH A N OHIO S T A T E BOARD
OF
A C C O U N T A N C Y FOR T H E REGULATION OF T H E PRACTICE OF T H E PROFESSION OF PUBLIC A C C O U N T A N C Y .
Be it enacted by the general assembly of the State of Ohio:

SECTION 1. That any citizen of the United States or person who has
duly declared his intention of becoming such citizen, being over the age
of twenty-one years, of good moral character, a graduate of a high school,
or having received an equivalent education, who has at least three
years' experience in the practice of accounting, and who shall have
received from the state board of accountancy, as hereinafter provided,
a certificate of his qualifications to practice as a public expert accountant,
shall be styled and known as a certified public accountant, and no other
person or persons shall assume such title or use the abbreviation
"C. P. A . " or any other word or letters to indicate that the person using
the same is a certified public accountant.
SEC. 2. On or before the first day of July, one thousand nine hundred
and eight, the governor shall appoint three persons, not more than two
of whom shall belong to the same political party, to constitute and serve
as a state board of accountancy. T h e members of such board shall fee
persons skilled in the knowledge and practice of accounting and actively
engaged as professional public accountants, within the State of Ohio.
One member of such board shall be appointed for one year, one member
for two years, and one member for three years, and upon the expiration
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of their respective terms their successors shall be appointed for a term
of three years. In case of a vacancy, caused by resignation or otherwise
the governor shall fill such vacancy by appointment for the unexpired
term. Immediately upon the appointment the Board shall organize by
choosing one of its number as president and one as a secretary, and treasurer. The secretary and treasurer shall give bond in such sum as the
board may determine. The board shall keep a complete record of all
its proceedings.
SEC. 3. A n examination in " Theory of Accounts," " Practical
Accounting," " Auditing," and " Commercial Law as Affecting Accountancy," for applicants for such certificates, shall be held annually, but, if
not less than five months after the annual examination, three or more
persons apply to the board for certificates, the board shall hold an examination for such applicants. The time and place of each examination
shall be fixed by the board.
SEC. 4. The board shall charge for the examination and certificate
provided for in this act, a fee of twenty-five dollars. Such fee shall be
paid to the treasurer of the board at the time of filing the application.
In no case shall the examination fee be refunded, but an applicant may
be re-examined within eighteen months from the date of his application without the payment of an additional fee. From the fees collected
as herein provided, the Board shall pay all expenses incident to such
examinations, the expenses of preparing and issuing certificates, and to
each member of the board, for the time actually expended in performing his duties, a sum not exceeding five dollars per day, and his necessary traveling expenses. But in no case shall the expenses incurred by
the board or the compensation or traveling expense of the members
thereof, be a charge against any fund of the state.
SEC. 5. Any person who files his application within six months after
the organization of the board, and is at the time of filing such application
a public accountant, and has practiced the profession of Public Accounting for at least three years, shall file with his application proof of such
facts and proof that his general and special education is at least equal
to the standard prescribed by this act. If the board shall be satisfied
that the statements contained in such application and proofs are true
and that the applicant possesses the general and special education required
by the standard herein prescribed, it shall issue to the applicant a certificate as a certified public accountant without further examination.
SEC. 6. Any person who is a citizen of the United States or has declared his intention of becoming such citizen, over twenty-one (21) years
of age, of good moral character, and who has complied with the rules and
regulations of the Board and who holds a valid and unrevoked certificate
of another state, or of the United States, or of the District of Columbia,
or any territory of the United States, or by or under the authority of a
foreign nation, when the board shall be satisfied that their standards and
requirements for a certificate as a certified public accountant are sub326
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stantially equivalent to those established by this act, shall receive from
the board a certificate as a "Certified Public Accountant," and such person may thereafter practice as a " Certified Public Accountant," and
assume and use the name, title, and style of certified public accountant,
or any abbreviation or abbreviations thereof, in the State of Ohio.
SEC. 7. T h e State Board of Accountancy may revoke any certificate
issued under this act for sufficient cause, provided, that written notice
shall have been mailed to the holder of such certificate at his last known
address at least twenty days before any hearing thereon, stating the cause
of such contemplated action, and appointing a time for a hearing thereon
by the board and provided, further, that no certificate issued under this
act shall be revoked until such hearing shall have been held.
SEC. 8. If any person shall represent himself as having received a
certificate as provided in this act, or shall practice as a certified public
accountant or use the abbreviations " C. P. A . " or any other similar
words or letters to indicate that the person using the same is qualified
to practice in this state as a certified public accountant without having received such certificate as provided for by this act, or if any person
having received a certificate as provided in this act, and having thereafter
lost such certificate by revocation as herein provided, shall continue to
practice as a public accountant, he shall be fined not less than ten dollars ($10.00) and not exceeding one hundred dollars ($100.00) for each
offense.
SEC. 9. Nothing herein contained shall be construed so as to prevent
any person from being employed as a public accountant within this
state.

MASSACHUSETTS REGISTRATION ACT.
(Chapter 3 9 9 , Acts of 1 9 0 9 )
AN ACT TO PROVIDE FOR T H E REGISTRATION OF
ACCOUNTANTS.
Be it Enacted,

Etc., as

PUBLIC

Follows;

SECTION 1. T h e bank commissioner shall have charge of the registration of public accountants, shall make such rules as are necessary to
carry out the provisions of this act, and shall keep a record of all certificates issued hereunder, a duplicate of which shall be open to inspection
in the office of the secretary of the commonwealth.
SEC. 2. T h e said commissioner shall examine any citizen of the United
States, resident in the commonwealth, and not less than twenty-one years
of age, who may apply for such a certificate, shall investigate his character and fitness and shall require the payment of such a reasonable and
fixed fee, not exceeding twenty-five dollars for each certificate, as may
be necessary in his opinion to carry out the provisions of this act.
SEC. 3. A n y applicant whom said commissioner deems to have the
necessary qualifications and professional ability shall be registered as a
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public accountant, and shall receive a certificate thereof, good for one
year from its date. Said certificate may be renewed from year to year
upon the payment of five dollars for each renewal. Said commissioner
shall have power, after notice and a hearing, to suspend or revoke for
good cause any certificate issued by him.
SEC. 4. A n y person who falsly represents himself to be a public
accountant, registered under the provisions of this act, shall be deemed
guilty of a misdemeanor, and shall be punished by a fine not exceeding
five hundred dollars, or by imprisonment for a term not exceeding six
months, or by both such fine and imprisonment.
SEC. 5. This act shall take effect on the first day of October in the
year nineteen hundred and nine.
(Approved May 17, 1909.)

AN ACT CREATING
The Minnesota State Board of Accountancy.
Chapter 4 3 9 — S . F. No. 4 7 2 .
AN

ACT CREATING A STATE BOARD OF ACCOUNTANCY.
PRESCRIBING ITS POWERS A N D DUTIES, PROVIDING FOR
EXAMINATIONS AND ISSUING OF CERTIFICATES
TO
QUALIFIED PUBLIC ACCOUNTANTS, A N D
PROVIDING
PENALTIES FOR VIOLATIONS OF T H E PROVISIONS OF
THIS ACT.

Be it Enacted

by the Legislature

of the State of

STATE BOARD OF A C C O U N T A N C Y — T o

Minnesota:

B E APPOINTED BY THE

GOVERNOR.

SECTION 1. That a board of examiners, to be known as the State
Board of Accountancy, is hereby created to carry out the purposes and
enforce the provisions of this act. Said board shall consist of three citizens of this state to be appointed by the governor and who, with the exception of the members first to be appointed, shall be the holders of certificates issued under the provisions of this act and shall hold office for
the term of three years and until their successors are appointed and
qualified.
T h e first members of said board shall be skilled in the practice of
accounting and shall for a period of three years next preceding their
appointment have been actively engaged therein, in this state, on their
own account, and shall hold office, one for the term of three years from
the date of his appointment, one for the term of two years, and one for
the term of one year. The term of office of each is to be designated by
the governor in his appointment, and upon expiration of each term of its
members the governor shall appoint one member of said board as herein
provided for a term of three years.
ORGANIZATION AND D U T I E S .

SEC. 2. The persons appointed as members of this board shall meet
and organize within thirty (30) days after their appointment. A majority
of said board shall constitute a quorum. They shall appoint one of their
number as a chairman, another as a secretary, and another as treasurer,
or may appoint one member to serve as both secretary and treasurer, and
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said officers shall hold their respective offices for a term of one year and;
until their successors are elected. In the absence of the chairman or
secretary, the board may appoint a chairman pro tem., or a temporary
secretary. The affirmative vote of two members of said board shall be
considered as the action of said board.
Said board shall enforce the standard of special education in the
science and art of accounting; the standard of moral character and general public experience as prescribed in this act in all examinations conducted hereunder.
The board shall make rules and regulations for the conduct of applicants' examinations and the character of such examinations and scope,
the method and time of filing applications for examinations and their
form and contents and all other rules and regulations proper to carry into
effect the purposes of this act.
All such examinations shall be conducted by said State Board of
Accountancy. The time and place of holding examinations shall be advertised for not less than three (3) consecutive days in one daily newspaper, published in each of the counties where the examinations are to
be held, and not less than twenty (20) days prior to the date of each
examination. The examinations shall take place as often as may be convenient in the opinion of the board, but not less than once in each year.
Said board shall keep records of their proceedings, an accurate list of
all applications made, certificates issued, certificates registered and certificates revoked, and shall keep proper financial records in which there
shall be entered a complete statement of the cash receipts and disbursements of said board.
Said board shall adopt and provide itself with a seal with a band
inscribed, " Certified Public Accountant, State of Minnesota," with the
coat of arms of Minnesota in the center, and said seal shall be affixed to
each certificate issued or registered under this act.
All records of said board shall be open to the inspection of the public
at the office of the secretary of the board.
Said board shall report annually to the governor in the month of
December, as follows :
(a) Its receipts and disbursements.
(b) Names of persons to whom certificates have been issued.
(c) Names of all persons whose certificates have been revoked.
(d) Recommendations, if any, for new legislation, and such other
matters as the board may deem proper.
CERTIFICATE T O B E G R A N T E D — T o

WHOM.

SEC. 3. No certificates for a certified public accountant shall be
granted to any person other than a citizen of the United States, or person who has, in good faith, duly declared his intention of becoming such
citizen, and is over the age of twenty-one (21) years and of good, moral
character, and (except under the provisions of Section 4 of this act)
who shall have successfully passed an examination in "accounting,"
" auditing," and " commercial l a w " affecting accountancy, and on such
other subjects as the board may deem advisable.
No person shall be permitted to take such examination unless he shall
for a period of at least three (3) years have been employed in the office
of a " public accountant" as an assistant or shall have been practicing as
a public accountant on his own account and who shall not at least three
(3) years prior to the date of said examination have successfully passed
an examination in such subjects as may be prescribed by the board, touching his general education, qualifications and fitness for an accountant;
provided, that said board may, in its discretion, waive the preliminary
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examination of an applicant who, in its opinion, has had a general education equivalent to that which may be prescribed by its rules and is otherwise qualified.
BOARD M A Y

WAIVE

EXAMINATION.

SEC. 4. Said State Board of Accountancy may, in its discretion, waive
the examination of, and may issue a certificate for, certified public accountant, to any person possessing the qualifications mentioned in Section 3
of this act, who.
(1)

Is the holder of a C. P. A. certificate, issued under the laws
of another state which extends similar privileges to certified public accountants of this state, provided the requirements for said degree in the state which has granted it to
the applicant are, in the opinion of the State Board of
Accountancy, equivalent to those herein provided; or who,

(2)

Shall be the holder of a degree of certified public accountant
or chartered accountant, or the equivalent thereof, issued
in any foreign government, provided that the requirements
for such degree are equivalent to those herein provided for
the degree of certified public accountant; or who,

(3)

For more than three (3) consecutive years next preceding
the passage of this act shall have been practicing in this
state on his own account as a public accountant, and who
shall apply in writing to the board for such certificate within six months after the passage of this act.
QUALIFICATION.

SEC. 5. Any person who has received from said State Board of Accountancy a certificate of his qualifications to practice as a public accountant as herein provided shall be known and styled a "certified public
accountant," and no other person, and no partnership, all of its members
who have not received such certificate, and no corporation, shall assume
such title or the title of " certified accountant," or the abbreviation, "C. P.
A.," or any other words, letters or abbreviations tending to indicate that
the person, firm or corporation so using the same is a certified public
accountant.
FEE

FOR E X A M I N A T I O N

AND

CERTIFICATE.

SEC. 6. Said State Board of Accountancy shall charge for each examination and certificate provided for in this act, a fee of twenty-five ( $ 2 5 . 0 0 )
dollars to meet the expenses of such examination. This fee shall be
payable by the applicant at the time of making his initial application, and
shall not be refunded and no additional charge shall be made for the
issuance of a certificate to any applicant.
From the fees collected under this act, the board shall pay all expenses
incident to the examinations, hearings and expense of issuing certificates,
traveling expenses of the members of the board while performing their
duties under this act; provided, that no expense incurred under this act
shall be a charge against the funds of this state.
The members of said State Board of Accountancy shall be paid all
necessary expenses incurred in the performance of the duties under
this act.
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REVOCATION OF CERTIFICATE.

SEC. 7. Said State Board of Accountancy may revoke any certificate issued under this act or may cancel the registration of any certificate
issued under this act for bad moral character, dishonesty, conviction of
crime, incompetency or unprofessional conduct; provided, a written notice
shall have been mailed to the holder of such certificate at least twenty
(20) days before any hearing thereon, stating the cause for such contemplated action and appointing a time and place for a hearing thereon by
the State Board of Accountancy, and further provided, that no certificate
issued under this act shall be revoked until an opportunity for such hearing shall have been afforded.
A t all such hearings, the attorney-general of this state, or one of his
assistants designated by him shall attend.
Certificates issued or registered under this act shall be surrendered to
the State Board of Accountancy on their revocation by said board.
SEC. 8. Any violation shall be a " gross misdemeanor."
SEC. 9. This act shall take effect and be in force from and after its
passage.
Approved April 22, 1909.

MISSOURI C. P. A . L A W .
(Engrossed)
Senate Bill No. 112.
4 5 th General Assembly
Introduced by Senator Humphrey (By Request)
Read first time February 4, 1909, and 300 copies ordered printed.
Read second time February 10, 1909, and referred to the Committee
on Criminal Jurisprudence.
Reported from the Committee on Criminal Jurisprudence February
25, 1909, with recommendation that the bill do pass.
Taken up March 1, 1909, and ordered engrossed and printed.
R . S. MCCLINTIC,

Secretary.

A N A C T REGULATING T H E PRACTICE OF PUBLIC ACCOUNTING; CREATING A BOARD OF A C C O U N T A N C Y ; PROVIDING FOR T H E GRANTING OF CERTIFICATES A N D T H E
REGISTRATION OF CERTIFIED PUBLIC A C C O U N T A N T S ;
P R O V I D I N G FOR E X A M I N A T I O N S , T H E S U S P E N S I O N OR
REVOCATIONS
OF
CERTIFICATES
ISSUED
BY
THE
B O A R D ; PRESCRIBING T H E Q U A L I F I C A T I O N S O F PERSONS ENTITLED TO CERTIFICATES A S CERTIFIED PUBLIC ACCOUNTANTS, CREATING (DEFINING) MISDEMEANORS FOR A VIOLATION OF T H E PROVISIONS HEREOF,
AND
PRESCRIBING
THE
PUNISHMENT
(PENALTY)
THEREFOR.
Be It Enacted
Follows:

by the General

Assembly
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SECTION I. A n y citizen of the United States, or person who has
declared his intention of becoming such, having a place for the regular
transaction of business as a professional accountant in the State of Missouri, and who, as in this act required, shall have received from the
secretary of state for the State of Missouri a certificate of his qualifications to practice as a public accountant, as hereinafter provided, shall
have the authority to style himself and be known as a certified public
accountant and to use the abbreviated title C. P. A . for and during the
term mentioned in his certificate.
SEC. 2. The governor shall, within thirty days after the taking effect
of this act, appoint five persons, who shall constitute the board of accountancy, each member of which shall have been engaged in the reputable
practice as a public accountant for a continuous period of three years
immediately preceding the passage of this act, one of which shall have
been in the State of Missouri. The persons first appointed shall hold
office for one, two, three, four and five years, respectively. Upon the
expiration of each of said terms, a member, who shall be a holder of a
certificate issued under this act, shall be appointed for a term of five
years.
SEC. 3. T h e board of accountancy, the majority of which shall in
all cases have the powers of the board, shall determine the qualifications
of persons applying for certificates under this act, and shall make rules
for the examination of same, which shall embody the following:
(a)

Examinations shall be held by the board at least once in
each year, at such times and places as may be determined
by them. The time and place of holding such examinations shall be advertised for not less than three consecutive
days, not less than thirty days prior to the date of each
examination, in at least two daily newspapers printed and
published in this state.
The examination shall be in
"theory of accounts," "practical accounting," "auditing"
and "commercial law as affecting accountancy."

(b)

Applicants for certificates, before taking the examination
must produce evidence satisfactory to the board that they
are over twenty-five years of age, of good moral character,
a graduate of a high school with a four years' course, or
have an equivalent education, or pass an examination to
be set by the board, and that they have had at least three
years' practical accounting experience.

(c)

A f t e r the examination provided by this act the board shall, if
in its judgment the applicants be entitled thereto, certify
to the secretary of state the name and address of each
person to be registered and to whom certificates of registration are to be issued. It shall thereupon be the duty of
the secretary of state to register such persons as certified
public accountants, and to issue to them certificates of registration. The secretary of state shall be entitled to receive $2.50 for each registration and certificate issued, to
be paid out of the funds accumulated by this act.

(d)

In the event the board shall waive the examination of any
person of competent age, as in this act provided, the name
of such person shall likewise be certified to the secretary of
state, who shall likewise register such person and issue
such certificate upon payment of the fees required hereunder.
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(e)

A l l applications must be filed with the board of accountancy
and be accompanied by the following fees:
For examination or recommendation for waiver of
same, as provided in Section 4
$25.00
For registration under Section 5
25.00
For issuance of certificate
10.00
Provided, however, that in the event any candidate fails
to pass the required examination, he shall be entitled to
take a second examination, within one year after the date
of the examination at which he failed to pass, without paying a second fee.

(f)

From fees collected the board shall pay all expenses incident
under this act: Provided, that no expense incurred shall
be a charge against the funds of the state, and that the
remuneration of each examiner shall not exceed the sum
of five dollars per day while engaged in their duties as
such, exclusive of the necessary traveling and other expenses, to which they shall also be entitled.
Provided,
however, that all moneys received in excess of the fees
and expenses herein provided for shall be held by the
treasurer of said board as a special fund for other like
expenses of said board in carrying out the provisions of
this act, but said treasurer shall file a report with the
governor at the close of each calendar year, showing the
amount of moneys received during said year, the amount
expended, and for what purpose and also the total balance remaining in his hands, which report shall be subscribed and sworn to by said treasurer.

(g)

The board
secretary
executed
over the

shall annually elect from its number a president,
and treasurer, and all certificates required to be
for and on behalf of the board shall be certified
signatures of the president and secretary.

SEC. 4. T h e board may, in their discretion, waive the examination
of any person of competent age, of good moral character, and who has
been engaged in reputable practice as a public accountant for a continuous period of three years, one of which shall have been in the State of
Missouri immediately preceding the passage of this act, or who has been
employed as an accountant by reputable firms of accountants for a continuous period of five years immediately preceding the passage of this
act, one of which shall have been in the State of Missouri, and who shall
apply in writing to the board for such certificate within six months after
the taking effect of this act.
SEC. 5. The board may, in their discretion, issue a certificate to the
secretary of state to the effect that any person who is the lawful holder
of a certified public accountant's certificate issued under the law of another state which provided for similar registration, and which established
a standard of qualification as high as that required under this act, and
upon the reception of such certificate, the secretary of state shall issue
to such person a certificate of registration, which shall entitle the holder
to practice as such certified public accountant, and to use the abbreviation
C. P. A . in this state.
SEC. 6. T h e board may revoke or cancel the registration of any certificate issued under this act for unprofessional conduct of the holder or
other sufficient cause.
Provided, that written notice shall have been
mailed to the holder of such certificate at least twenty days before any
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hearing thereon, stating the cause of such contemplated action and appointing a day for full hearing thereon by the board; and provided further, that no certificate issued under this act shall be revoked until such
hearing shall have been held or the opportunity for such afforded the
person charged. In the event of the revocation, cancellation or suspension
of any such certificate, the board shall notify the secretary of state of its
action in the premises, and the secretary of state shall note such order of
the board upon the records kept in his office.
SEC. 7. If any person represents himself to the public as having received a certificate as provided in this act, or shall assume to practice as
a certified public accountant, or use the abbreviation C. P. A., or any
similar words or letters to indicate that the person using the same is a
certified public accountant, without having received such certified public
accountant certificate, or without having received a registration certificate,
as provided in this a c t ; or any person having received a certificate as
provided in this act, and having thereafter been deprived of such certificate by revocation, as herein provided, shall continue to practice and
hold himself out as a certified public accountant, he shall be deemed
guilty of a misdemeanor, and upon conviction thereof, shall be fined a
sum of not less than fifty dollars nor more than five hundred dollars for
each offense, and each day such person shall so offend shall be deemed
a separate offense. Nothing in this act shall be construed to prohibit any
person from practicing as a public or expert accountant in this state, but
said act shall only apply to such persons as practice and hold themselves
out to be certified public accountants.
SEC. 8. If any person practicing in the State of Missouri as a certified public accountant, under this act, or who is in the practice of public
accountancy as a certified public accountant, or otherwise, shall wilfully
falsify any report or statement bearing on any examination, investigation
or audit made by him, or under his direction, he shall be deemed guilty
of a misdemeanor, and upon conviction thereof, shall be punished by a
fine of not less than one hundred dollars, nor more than one thousand
dollars or shall be imprisoned in the county or city jail for a term not
less than three months, nor more than one year, or both such fine and
imprisonment for each time he may so falsify such reports.

M O N T A N A C. P. A. L A W .
A BILL TO REGULATE THE
ING I N T R O D U C E D IN
SILVER BOW COUNTY,
I S N U M B E R E D 115, A N D

PRACTICE OF PUBLIC ACCOUNTT H E H O U S E B Y MACGINNIS O F
PASSED THE HOUSE TO-DAY.
IT
ITS PROVISIONS FOLLOW:

SECTION 1. T h a t any person having been granted by the University of
Montana (a corporation organized and existing under the laws of this
state and hereinafter referred to as the "university," a certificate of his
competency to practice as a public expert accountant shall be known
as, and styled, a "certified public accountant," and shall be authorized to
use the initials "C. P. A . " after his name; and no person w h o has not
received such certificate, nor any partnership all the members of which
have not received such certificates, and no corporation, shall assume such
title or the title "certified accountant," or "chartered accountant" or the
letters "C. P. A . " or C. A . " or any other words or letters or abbreviatons
tending to, or intended to indicate that the person, firm or corporation
using them is a certified public accountant within the meaning of this act.
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SEC. 2. T h e university shall, through a board of examiners by it
appointed, determine the qualifications of all applicants for a certificate
under this act. T h e board of examiners shall consist of three persons
skilled in the knowledge, theory and practice of accounting in all its
branches and in commercial law as affecting accountancy, each one of
whom shall be the holder of the degree of "Certified Public Accountant"
granted to him under this act or be entitled to receive the degree without
examination in accordance with the purpose and intent of clause three (3)
of section 4 of this act.
T h e examiners shall hold office for the period of three years and until
their successors are appointed and qualified; except that of the three
examiners first appointed under this act, one shall hold office for one
year and one for two years.
SEC. 3. A certificate as a "Certified Public Accountant" shall be granted
to any person a citizen of the United States or having in good faith
and in the manner required by law declared his intention of so becoming,
of the age of 21 years, of good moral character, a graduate of an accredited high school, or having an equivalent education and (except under
the provison of section 4 of this act) who shall have been certified to
the university by the said board of examiners as having successfully
passed:
(a)

A

written examination on "theory of accounts," "practical
accounting," "auditing," "commercial law as affecting accountancy," and such other subjects as the university may
designate, and

(b)

A n oral examination of sufficient scope, thoroughness and
severity to test and to determine the fitness of the examinee
to practice as a professional accountant.

A n y person shall be eligible to and permitted to take such examination
who has had three years' practical experience in accounting acquired ( a )
practicing on his own account, or (b) in the office of a public accountant,
or ( c ) in a responsible accounting position in the employ of a business
corporation, firm or individual.
A l l such examinations shall be conducted by the board of examiners
herein provided for, and not less than 30 days prior to the date of each
examination the time and place of holding it shall be noticeably advertised for not less than three consecutive days in three representative daily
newspapers published in the state.
T h e examination shall take place as often as, in the opinion of the
university, may be necessary, but not less frequently than once each year.
The university shall make all needful rules and regulations regarding
the conduct, character and scope of the examinations, the method and
time of filing and the form and contents of applications therefor, and all
other rules and regulations necessary to carry into effect the purposes
of this act.
SEC. 4. Upon the recommendation of the board of examiners the university may, in its discretion, waive the examination of, and issue the
degree of certified public accountant to, any person a citizen of the
United States or having in good faith and in the manner required by law
declared his intention of so becoming, a resident of the State of Montana
or maintaining a regular place of business therein, who is
(1)

the holder of a C. P. A . certificate issued under the laws of
another state which extends like privileges to state; provided the requirements for certified public accountants of
this said degree in said state are, in the opinion of the board
of examiners, equivalent to those herein stipulated, or
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(2)

the holder of the degree of "certified public accountant" or
"chartered accountant," or the equivalent thereof issued in
any foreign government, provided that the requirements
for said degree in said foreign government are, in the
opinion of the board of examiners, equivalent to those
herein stipulated, or

(3)

of the age of 25 years, of good moral character, a graduate
of an accredited high school or having an equivalent education, who has had at least three years' experience in the
practice of public accounting in this state and whose qualifications are in every respect equal to those assumed and
applied by the successful passing of the examinations stipulated in section 3 of this act and who is personally known
to the board of examiners to be so qualified as a competent
and skilled accountant in theory and in practice, and who
shall apply in writing to the university for said certificate
within 180 days after the passage of this act.

SEC. 5. The university may for unprofessional conduct or for other
sufficient cause, revoke, or cancel the registration of any certificate issued
under this act, provided that written notice of the cause for such contemplated action and the date of the hearing thereon by the university
shall have been mailed to the holder of such certificate at least 30 days
before said hearing, and no certificate issued under this act shall be
revoked until said hearing shall have been held.
SEC. 6. Each candidate for the examinations provided for in this act
and each applicant for a certificate under section 4 of this act shall pay
in advance to the university a fee of $25.00 to defray the expenses of such
examinations, except that any candidate failing to pass the required examination shall be entitled to take a second examination without further fee.
T h e examiners appointed under the provisons of this act shall be reimbursed for all legitmate traveling and hotel charges expended in the performance of their duties as such, but shall not receive any compensation
for their time likewise expended.
From the fees collected under this act the university shall pay all
expenses of, and incident to, the examinations, the expenses of issuing
certificates, and the traveling and hotel expenses of the examiners while
performing their duties under this act, and at the close of each calendar
year any surplus remaining after the payment of the year's expenses shall
become the property of the university, and in no event shall any expense
incurred under this act be charged against the funds of the university nor
of the state.
SEC. 7. If any person shall falsly represent himself to the public as
having the certificate provided for in this act or shall assume to
practice as a certified public accountant without having received
such certificate or having received such certificate shall thereafter lose it by revocation and shall continue to practice as a
certified public accountant, or shall without warrant of law use such title
or any other title mentioned in section 1 of this act, or if any person shall
violate any of the provisions of this act, he shall be deemed guilty of misdemeanor and upon conviction thereof shall be fined in a sum not less
than $100 nor more than $500 or imprisoned in the county jail for a period
of not less than one month nor more than six months, or both, in the
discretion of the court, for each day during which he shall so unlawfully
practice or violate any of the provisions of this act.
SEC. 8. This act shall take effect from and after its passage and
approval by the governor.
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N E B R A S K A C. P. A. L A W .
Be it Enacted

by the Legislature

of the State of

Nebraska:

SECTION 1. A n y citizen of the United States, or person who has duly
declared his intention of becoming such citizen, residing or having a place
for the regular transaction of business in the State of Nebraska, being
over the age of twenty-one years and of good, moral character, and who
shall have received from the governor of the State of Nebraska a certificate of his qualification to practice as a public expert accountant, as
hereinafter provided, shall be styled and known as a certified public
accountant; and no other person shall assume such title, or use the abbreviation " C. P. A . " or any other words, letters or figures to indicate
that the person using the same is such a certified public accountant.
SEC. 2. T h e board of examiners for the examination of persons applying for certificates under this act shall consist of three members, one of
whom shall be the auditor of public accounts and two shall be certified
public accountants of the State of Nebraska to be appointed by the governor upon the approval of this act. One of said examiners shall be
appointed for the term of one year and one for the term of two years,
and upon the expiration of said terms a successor shall be appointed annually for the term of two years.
SEC. 3. Examinations of persons applying for certificates under this
act shall be held at least once a year, at such time and place as may be
determined by the board and the subject of examination shall be the regular questions as furnished by the National Association of Certified Public
Accountants. The results of such examination shall be certified to the
governor, and to all persons who may have passed the examination satisfactory to said board of examiners, and by it recommended, the governor
shall issue the certificate mentioned in the first section of this act.
SEC. 4. T h e board of examiners shall charge for examination and
certificate such fee as may be necessary to meet actual expenses of such
examination and issuing of such certificate, and shall report annually the
receipts and expenses under the provisions of this act to the governor,
and the surplus, if any, of receipts over expenses shall be paid into the
state treasury. T h e governor may revoke any certificate issued under
the provisions of this act for a sufficient cause; provided written notice
shall have been given to the holder thereof, and after he has had an
opportunity for a hearing thereon.
SEC. 5. Upon the passage of this act the members, in good standing,
of the Nebraska State Association of Public Accountants shall be recognized as certified public accountants and receive certificates as provided
for in Section 1 of this act, and said association shall thereupon be authorized to change the title of their organization accordingly.
SEC. 6. A n y person who shall violate any of the provisions of this
act shall be deemed guilty of a misdemeanor, and upon conviction thereof
in any court having criminal jurisdiction shall be fined not less than fifty
dollars nor more than two hundred dollars, or be confined not more than
six months in the county jail for each offense.
Approved April 3, 1909.
ASHTON
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CONSTITUTION

AND

BY-LAWS

OF

T h e American Association
of

Public Accountants

[Incorporated under the L a w s and Statutes of the State of N e w Y o r k ]

AS AMENDED A T T H E DENVER ANNUAL
MEETING, O C T O B E R ,

1909

CONSTITUTION AND BY-LAWS
OF

The American Association of Public
Accountants
[As amended at the Annual Meeting at Denver, October, 1909]

Order of Sequence of Constitution.
ARTICLE I. Name and objects—the latter defined in seven subdivisions.
ART. II. Members—their election and admission. Defines the "fellows " and " associates" and distinguishes " fellows-at-large" and
" society fellows," respectively.
This article sets forth of what the membership of the association
shall be composed, and how admitted.
ART. III. Is a declaration of principles with regard to the purpose of
the association towards state or district societies.
ART. I V . Provides what the officers of the association shall be, the
number of Trustees, and the several committees to be appointed.
ART. V . Election of officers and trustees, when and for what period.
ART. V I . Describes seal of association.
ART. V I I . Certificates of membership to be provided.
ART. V I I I . Procedure as to amending constitution or by-laws.
ART. IX. In re repeal of old laws and taking effect of new.

Order of Sequence of By-Laws.
ARTICLE I. Duties of officers, trustees, and committees defined.
ART. II. Meetings of the association, when to be held; the board of
trustees; of committees, and what constitutes quorum thereof.
ART. III. Provides for representation at meetings of the associatioa
by society members and members-at-large, respectively.
ART. I V . Order of business at association meetings and trustee
meetings, respectively.
ART. V . Provides how officers, auditors, and trustees shall be nominated and elected.
ART. V I . Initiation fees and dues, respective sums and when payable.
ART. V I I . Professional ethics.
ART. V I I I . T r i a l board.
ART. I X . Rules of order.
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Constitution.
ARTICLE

I.

SECTION 1. T h e name of the association shall be " T h e American
Association of Public Accountants."
OBJECTS.

SEC. 2.

T h e objects of the association are:

a. T h e elevation of the profession of public accountant.
b. T o unite in one organization the public accountants practicing in
the United States and those who may hereafter enter into the profession
and practice of public accountant.
c. To bring into communication with one another the several societies
of public accountants organized or that may be organized under the laws
of the several states of the United States.
d. T o encourage the formation of state and district societies of public accountants in states or districts where such societies do not e x i s t
e. T o encourage and aid in the procuring of state " certified public
accountant" legislation on lines as nearly uniform as the various constitutions of the several states will admit.
f. T o spread and to urge upon its constituent societies the importance
of spreading a knowledge and recognition of the utility and necessity of
the public accountant in the industrial and financial development of the
country.
g. T o further generally the interests of the profession of
accountant.

public

A R T I C L E II.
M E M B E R S — T H E I R ELECTION AND ADMISSION.

SECTION 1. T h e membership of this association shall consist of two
classes—fellows and associates.
SEC. 2. a. T h e fellows shall consist of accountants in states or
districts where no certified public accountant laws have been enacted,
who have been in continuous practice on their own account in states or
districts where no certified public accountant laws have been enacted for
at least three years immediately preceding their application for admission to membership in this association, and who can subscribe to the rules
and regulations prescribed by the board of trustees, and who shall be
citizens of the United States or have duly declared their intention to
become such.
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SEC. 2. b. Accountants who have obtained and hold a C. P. A . certificate duly issued to them by any state or territory, who have been in
continuous practice on their own account for at least three years prior to
their application for admission to membership, or who, while not in practice on their own account, have served in the office of a public accountant
in practice for three years immediately previous to their application for
membership and are still so in service or practicing.
c. Members of state or district societies of public accountants admitted to membership in this association in accordance with the provisions of section 9 of this article; provided, however, that such members
can individually qualify as fellows according to the requirements defined
in preceding sub-divisions " a " and " b."
SEC. 3. a. T h e associates shall consist of those who are certified as
" junior accountants " by any state or territory.
b. Those w h o are associates of or clerks in the regular employ of
any member of this association or of any practicing public accountant.
c. Persons engaged in practice as public accountants on their own
account for a less term than three years previous to their application for
membership in this association.
SEC. 4. T h e fellows shall be distinguished
society fellows respectively:
a. Fellows-at-large
being those

as fellows-at-large

and

1. W h o are fellows at the date of the adoption of this constitution
and by-laws.
2. A l l those who may hereafter be admitted as fellows-at-large of
the association.
b. Society fellows, being those fellows who are members of the
association by virtue of their membership in the state or district societies
admitted to this association.
MEMBERS-AT-LARGE.

SEC. 5. T h e admission and election of memberS-at-large (other than
honorary) shall be determined by the board of trustees. T h e y may in
their absolute discretion by resolution passed by a majority of the members present and voting refuse to admit or elect any person to either
degree of membership, fellow or associate, whom they may deem unfit
and unsuitable, or suspend for future consideration an application for admission for such time as they may deem desirable; they may readmit to
membership any person who has ceased to be a member of the association by resignation, provided satisfactory causes for such resignation and
readmission be submitted to them.
SEC. 6. E v e r y person on his admission or election as a member-atlarge of the association shall pay an entrance fee as hereinafter provided to the board of trustees, and until payment thereof he shall not
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be entitled to become or be a fellow or associate-at-large of the association, and failure to pay the same within one month after notice given
him by mail shall nullify his admission and election, and his right to become a member shall cease.
SEC. 7. Applicants for membership at large who are subject to rule as
laid down in article II, section 14, shall be governed accordingly. T h e
application of all other persons desirous of becoming members-at-large of
this association must contain evidence satisfactory to the trustees that the
applicant is not eligible to membership in any state or district society
affiliated with this association, and to which the applicant should properly
belong, and must be approved in writing by a majority of the committee
on examinations, qualifications, and elections. T h e applicant may then
be admitted by a majority vote of the board of trustees taken either at a
meeting thereof or by correspondence.

SOCIETY

MEMBERS.

SEC. 8. T h e entire membership of a state or district society consisting only of certified public accountants, and the entire membership
of similar societies consisting of public accountants who do not hold
C. P. A . certificates, may, on the respective applications of such societies,
be admitted to this association as a whole body, by a two-thirds vote of
those present at any meeting of the board of trustees of this association,
and the individual members of such society, by such admission, shall become either fellows or associates of this association as they may be
eligible, provided, however, that such members can individually qualify as
fellows or associates in accordance with the provisions of sections 2 and
3 of this article, and further provided that in states or districts where a
certified public accountant law has been enacted only such persons as
hold C. P. A . certificates shall be entitled to membership as fellows in this
association.
SEC. 9. T h e entire membership of existing societies, members or
former members of the Federation of Societies of Public Accountants in
the United States of America, shall become fellows or associates of this
association, according to their status in the respective societies, upon
receipt of an application to become such from the secretary of any such
society within twelve months from the date when these constitution and
by-laws become effective.
SEC. 10. Each state or district society shall be responsible for the
annual dues of its members to this association, which annual dues shall
be payable as hereinafter provided in article V I of the by-laws of this
association.
SEC. 11. Upon the admission to membership of any fellow or associate to any state or district society which has been admitted to this
association, as provided in section 9 of this article, such member or
members shall, upon notification by the secretary of such society to the
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secretary of this association of their election to such membership, become
fellows or associates of this association, subject to the provisions of
sections 2 and 3 of this article. Such memberhip as fellows or associates of this association as thus obtained ceases, when the said member
shall cease to be a member of the state or district society through which
he acquired it.
SEC. 12. A l l applications for membership as fellows or associates of
this association, or notification of such as provided in preceding section
11, must be made through the respective state or district societies which
are members of this association in all cases where there are such societies,
and no one practicing in a state or district where such a society exists
shall be admitted unless he is a member of said state or district society
excepting as provided under section 13.
SEC. 13. Application for membership, as a fellow or associate-atlarge in this association made by a person resident of a state or district
where a state or district society is established and of which society said
applicant is not a member, shall be submitted to such state or district
society for approval and report thereon as to the professional standing
and character of the applicant. In the event of said state or district
society withholding its approval it shall require the affirmative vote of
three-fourths of all members of the board of trustees to elect such
applicant to membership.

HONORARY

MEMBERSHIP.

SEC. 14. T h e association, by unanimous vote of the members present
at any regular or special meeting, on nomination by the board of trusstees,
may confer honorary membership on any person or persons who by their
standing and celebrity in the community at large may be considered as
entitled to receive such an honor.

A R T I C L E III.
STATE OR DISTRICT

SOCIETIES.

SECTION 1. The objects of this association shall be in no manner
whatsoever to regulate or interfere with the management, government, or
organization of any of the state or district societies belonging to it,
except as to the proper observance of this constitution and by-laws relating to the election of delegates and alternates from such societies to the
regular or special meetings of this association, to the payment of annual
dues by such societies to this association, and as to the procedure governing the consideration of proposed amendments to the constitution or bylaws of this association or to any matter that may require to be brought
before a regular or special meeting thereof.
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IV.

OFFICERS, TRUSTEES, A N D

COMMITTEES.

SECTION 1. The officers of the association shall be as follows:
A president.
Vice-presidents.—Vice-presidents shall be the presidents of the respective state or district societies which are members of T h e American
Association of Public Accountants, or such other member as a state or
district society may select as a vice-president of this association, except,
however, that the president or other nominee of such society at the date
of the annual meeting shall serve as a vice-president of the association
until the succeeding annual meeting, provided the said officer shall continue a member in good standing in such society.
A secretary; and
A treasurer, all of whom shall be fellows of this association; and
T w o auditors, who shall be fellows or associates of this association,
but not members of its Board of Trustees, and who shall reside in or near
the place selected for the next annual meeting.
SEC. 2. Not more than one officer—exclusive of vice-presidents—
shall be selected from among the members of any one state or district
society or from among the members-at-large, unless otherwise determined by a two-thirds vote at any meeting of the association.
TRUSTEES.

SEC. 3. a. T h e board of trustees shall be composed of the president,
vice-presidents, secretary, and treasurer, and nine other members who
shall be fellows of the association.
b. N o more than three members of the board of trustees, exclusive
of the president, vice-presidents, secretary, and treasurer, shall be
selected from members of the same state or district society or from
among the members-at-large, provided that any member nominated by a
society not having its full representation on the board shall not be disqualified by reason of such nominee being a member of a society which is
fully represented.
COMMITTEES.

SEC. 4.

There shall be eight regular standing committees, viz.:

A n executive committee; committee on examinations, qualifications,
and elections to membership; committee on by-laws; committee on
meetings, lectures, library, and bulletins; committee on legislation; committee on journal; committee on review of appropriations-budget; and
committee on arbitration. These committees shall be appointed annually
by the president, except in the case of the executive committee, which
shall be appointed by the board of trustees, as is hereinafter provided.
SEC. 5. Each committee shall consist of three fellows of this association; except the executive committee, which shall be composed as provided for in section 8, article 1, of the by-laws, and the committee on
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meetings, lectures, library, and bulletins, which shall consist of such a
number as may from time to time be decided by the board of trustees.
A majority of each committee shall constitute a quorum thereof, other
than the committee on meetings, lectures, library, and bulletins, for
which three shall be a quorum.
SEC. 6.

T h e President shall be ex officio a member of all committees.
ARTICLE

V.

ELECTION OF OFFICERS A N D TRUSTEES.

SECTION 1. Officers and trustees shall be elected at the annual meeting. They shall hold office until the next succeeding annual meeting,
except as otherwise provided in article V , section 2, of the by-laws, or
until their successors are chosen. In case of vacancy of office, the board
of trustees shall have the power to fill the same until the next annual
meeting. A l l elections shall be conducted as hereinafter provided in the
by-laws of this association.
ARTICLE

VI.

SEAL.

SECTION 1. T h e corporate seal of the association shall be circular
in form, having displayed in its center an eagle, upon its breast a shield,
its talons resting upon a riband containing the motto or inscription
" Custos fidelitatis," the riband covering a bunch of arrows and branch of
tree on each side respectively and beneath the eagle's talons. Beneath the
inner rim and above the eagle's head, a balance. Inside the rim, the inscription, " T h e American Association of Public Accountants, 1887."
A R T I C L E VII.
CERTIFICATES OF

MEMBERSHIP.

SECTION 1. Upon admission to membership as a fellow or associate
of T h e American Association of Public Accountants every member shall
be entitled to a certificate of membership therein, and the members so receiving such certificates shall agree in writing prior to receipt of such
certificate to the surrender of same to the association in the event of their
withdrawal therefrom or their membership otherwise ceasing.
A R T I C L E VIII.
AMENDMENTS.

SECTION 1. Alterations, additions or amendments to the constitution
or by-laws of this association shall be made only at a regular meeting
thereof and by a two-thirds vote of the members represented thereat. N o
proposition to alter, amend, or add shall be acted on unless written notice
thereof has been given to the secretary at least ninety days prior to the
meeting at which the same is to be submitted for action. A copy of any
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such proposition shall be embodied in the call for the next regular meeting and a copy sent direct to every member-at-large of this association and
to the secretary of each affiliated society, at least thirty days before the
date of such next regular meeting at which the proposition to alter,
amend, or add is to be acted on, furnishing each such secretary with one
copy of such notice for each and every member in the society.
ARTICLE
REPEAL

AND

IX.

ADOPTION

OF

LAWS.

SECTION 1. A l l articles of constitution and by-laws and rules heretofore adopted are hereby repealed and annulled. These articles of Constitution and by-laws adopted at a meeting of The American Association
of Public Accountants, held on the 10th day of January, 1905, shall take
effect immediately, provided, however, that the first election of officers
and trustees hereunder shall take place at the annual meeting in October,
1905.

By-Laws.
ARTICLE

I.

PRESIDENT.

SECTION 1. It shall be the duty of the president to preside at all
meetings and to enforce all laws and regulations relating to the administration of the association.
SEC. 2. He shall call metings of the association or board of trustees
when he deems it necessary, or when requested so to do by the executive
committee, or upon the written request of at least one-fourth of the constituent societies for a meeting of the association, or one-fourth of the
trustees for a meeting of the board of trustees.
VICE-PRESIDENT.

SEC. 3. In the absence of the president, one of the vice-presidents
named by the president, or, failing this, designated by the board of
trustees, shall have all the powers and prerogatives of the president, provided that if the president be absent from the annual meeting of the
association the chairman shall be appointed from the vice-presidents by
the board of trustees.
CHAIRMAN

PRO TEMPORE.

SEC. 4. In the event of the absence of the president and vice-presidents from any meetings of the association or board of trustees, one of
the members present shall preside.
SECRETARY.

SEC. 5. a. A l l resolutions and proceedings of meetings, whether of
the association or of the board of trustees, or of any committee thereof,
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shall be entered in proper books by the secretary, and the minutes of all
such meetings shall be sufficient and conclusive evidence of the facts
therein stated. The secretary shall conduct all correspondence relating to
the association, shall issue all notices of meetings, shall have charge of
the seal, and perform all duties pertaining to the office of secretary. T h e
secretary shall keep a register of the members of the association, which
shall contain their business addresses. H e shall supervise the annual
issue of a Y e a r Book containing the details of important association
events of the preceding year. T h e cost of said year book shall form an
item of the budget to be presented at each meeting of the association.
SEC. 5. b. It shall be the duty of the secretary at all seasonable
opportunities to advocate the cause of the profession generally, to initiate
correspondence in promotion of the aims of the association, and to make
full reports of each feature considered or acted upon by him to the
executive committee at their meetings.
TREASURER.

SEC. 6. A l l moneys payable to the association shall be paid to the
treasurer of the association and by him deposited in a bank designated by
the board of trustees, and all moneys payable by the association shall
be paid by checks signed by the treasurer; provided, however, that nothing herein contained shall prevent the board of trustees from placing in
the hands of the treasurer or other officer such sums as may be necessary
to meet salaries and pay current expenses. T h e treasurer shall be required to give a bond satisfactory to the trustees.
AUDITORS.

SEC. 7. The accounts of the association shall be audited by the
auditors, and their report shall be made at the annual meeting. The
annual accounts shall be delivered to the auditors at least three days
before each annual meeting, and their report thereon shall be filed with
the board of trustees before the date of such meeting.
BOARD OF TRUSTEES.

SEC. 8. It shall be their duty to take charge, control, and management
of all the property, real and personal, belonging to the association. They
shall keep a record of their proceedings, and make a report thereof in
writing to the association at the annual meeting.
Generally the board of trustees shall exercise all powers requisite for
the purposes of the association as hereinbefore or hereinafter described,
and possess such other powers as provided for by statute.
The board of trustees shall appoint an executive committee consisting of the president of the association as chairman of said committee, the
secretary, and treasurer of the association, and four other members of
the board of trustees, to whom the board may delegate such of its powers
as it may determine, except ( a ) the election of new members; (b)
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the selection of the depository and appropriation of funds; (c) filling a
vacancy caused by the death, disability, or resignation of any officer or
member of the board of trustees; (d) suspension of an affiliated society
or a member for any cause whatsoever; ( e ) filling a vacancy on the
executive committee.
The executive committee shall keep minutes of its proceedings and
report such fully to the board of trustees at each meeting thereof. It
shall be their duty to supervise the finances of the association and audit
all bills prior to the payment thereof.
SEC. 9. a. T h e office of a member of the board of trustees may be
vacated by his absence from two consecutive meetings of the board, without good and sufficient reason satisfactory to the board of trustees.
SEC. 9. b. A t each meeting of the association the board of trustees
shall present a budget showing the amount of money required for the
purposes of the association for a stated period.
N o debts shall be contracted or money spent other than as specified in
said budget or in excess of the sum provided for the stated purposes until
such proposed expenditure or indebtedness has received the approval of
at least three-fourths of all the members of the board of trustees.
COMMITTEE ON E X A M I N A T I O N S , QUALIFICATIONS, AND ELECTIONS.

SEC. 10. It shall be their duty to inquire into the standing and character of each person proposed for membership, and to report the same at
the next meeting of the board of trustees, unless excused by vote of
said board, and no person shall be reported except by a majority of said
committee.
COMMITTEE ON B Y - L A W S .

SEC. 11. Every question involving the amendment, construction, or
addition of or to any by-laws shall be referred to this committee.
COMMITTEE ON MEETINGS, LECTURES, LIBRARY, AND BULLETINS.

SEC. 12. This committee shall consider and act upon such matters
as may be referred to it by the executive committee or board of trustees.
COMMITTEE ON

LEGISLATION.

SEC. 13. T h e duties of the legislative committee shall be to assist
affiliated societies in matters relating to state legislation affecting the
profession, to support members against unjust attack where questions of
professional principle are involved and, to consider such questions as may
be referred to it by the executive committee or board of trustees.
T h e committee shall report to the board of trustees at each of its
regular meetings the legislative situation as affecting the profession in
each state of the union where matters of interest have arisen since the
date of the previous report.
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JOURNAL.

SEC. 14. T h e duties of the committee on journal shall be to direct
the policy of THE JOURNAL OF ACCOUNTANCY on behalf of T h e American
Association of Public Accountants and in conjunction with the directors
of T h e Accountancy Publishing Company.
COMMITTEE ON REVIEW OF

APPROPRIATIONS-BUDGET.

SEC. 15. T h e duties of the committee on budget shall be to collect,
determine, and present amounts required by the various committees,
officers, etc., for the disbursements necessary to the association and submit the same to the board of trustees for presentation to the meetings
of the association.
COMMITTEE ON ARBITRATION.

SEC. 16.

The duties of the committee on arbitration shall be:
I.

a. T o investigate and arbitrate such difference of a professional character between members of this association as shall be referred to it by the
board of trustees, executive committee, or by mutual consent of the
parties thereto members of this association.
b. T o report the findings thereon to the board of trustees and the
parties to the arbitration, provided, however, that no reports to the trustees or executive committee shall be requisite if the findings of this
committee be accepted by all of the parties in issue.
c. A n d in the event of the non-acceptance of the findings of this committee by any of the parties in issue, to prefer charges against such person
or persons before the board of trustees sitting as a trial board.
II.
This committee shall organize by the selection of one of its members
as secretary, who shall notify in writing at least thirty days in advance
of any action such member or members of this association as may be
affected by such investigation.
III.

Provided always that nothing herein contained shall operate to suspend the authority of state societies for the adjudication of disputes
between members thereof.
ARTICLE
MEETINGS OF T H E

II.

ASSOCIATION—REGULAR.

SECTION 1. The annual meeting of the association shall take place on
the third Tuesday of October of each year. Notices of meeting shall be
sent out not less than thirty days prior to such meeting direct to each
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member-at-large and to the membership of constituent societies through
the respective secretaries thereof, stating the place, date, and time of
such meeting.
ANNUAL

MEETING.

SEC. 2. ( a ) T h e annual meeting shall be held at such place in the
United States as the members in annual meeting of the preceding year
shall decide.
(b) T h e fiscal year of the association shall end on the 30th day of
September.
SPECIAL

MEETINGS.

SEC. 3. Special meetings may be called in accordance with these bylaws, at which meetings no business other than that for which they were
called shall be transacted. The place at which such meetings shall be held
shall be determined by the executive committee.
Notices of such meetings shall be sent, not less than thirty days prior
to each such meeting, direct to every member-at-large and to the membership of constituent societies through the respective secretaries thereof,
stating the place and date of such meeting and the business to be transacted thereat.
SEC. 4. Copies of the minutes of each regular or special meeting shall
be published in the next issue of THE JOURNAL OF ACCOUNTANCY.
BOARD OF TRUSTEES

MEETINGS.

SEC. 5. a. Regular meetings of the board of trustees shall be held on
the Thursday next after the third Tuesday in October, the third Monday
in April, and the Monday next preceding the third Tuesday in October
of each year. Other meetings may be called by the president.
All
meetings shall be held at such places as shall be determined by the executive committee.
Twenty-one clear days' notice of a meeting of the board of trustees
shall be given to each member, mailed to him at his usual or last known
address, and such notice shall, as far as possible, contain a statement of
the business to be transacted at such meeting and the names of any candidates for admission to membership of the association.
Copies of the minutes of each such meeting shall be forwarded by the
secretary within fifteen days thereafter to every member of the board of
trustees.
SEC. 5. b. In lieu of calling a special meeting of the board of trustees the president may submit proposed resolutions to a vote of the board
by correspondence, and any such resolution which is approved by not less
than two-thirds of the whole membership of the board shall be declared
by the president to be duly carried and shall be recorded on the minutes
of the board. Provided, that whenever it is necessary for the trustees to
sit on a trial board specific mention shall be made in said notice of the
cause or causes requiring such session.
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MEETINGS.

A l l committees shall be subject to the call of their respective

QUORUM.

SEC. 7. A representation of a majority of the fellows of this association shall constitute a quorum authorized to transact any business duly
presented at any meeting of the association.
Seven trustees shall constitute a quorum of the board of trustees;
except when convened as a trial board, when a majority shall be necessary; a majority of any and all committees shall constitute a quorum of
such committees.
A R T I C L E III.
REPRESENTATION A T MEETINGS OF ASSOCIATION—SOCIETY

DELEGATES.

SECTION 1. Once in each calendar year each state or district society
shall elect delegates and alternates thereto from among the fellows of
T h e American Association of Public Accountants to represent such society
at the meetings of the association, and such delegates shall be entitled to
cast a vote or votes, at each meeting of the association during the ensuing twelve months upon each question which shall properly be brought
before any such meeting, representing in the aggregate the total number
of society fellows of T h e American Association of Public Accountants
who are entitled to representation in this association as are members of
said state or district association on which dues are paid to the association. Provided, however, society fellows who are such through membership in more than one state or district society shall elect as to the
society through which they desire representation, and they shall be
entitled to representation for voting purposes, by one such society only.
In the absence of instructions to the contrary, they shall be credited to the
state or district of which they are residents or citizens. Each delegate
present shall cast an equal proportion of the total vote of the society he
represents unless otherwise directed by his society.
SEC. 2. Each state or district society which is a member of this
association may, at a meeting duly called to consider any business which
after due notice is to be acted on at a meeting of the association, direct
its delegates to record at such meeting of the association the votes of its
fellows for and against such resolution or amendment, cast either personally or by proxy at such meeting of the state or district society. In
the discretion of each such society, its votes may be cast otherwise in such
manner as each state or district society may determine.
SEC. 3. Each society fellow who is a member of more than one of the
constituent societies shall notify in writing the secretaries of such
societies as to which one he elects to represent him for voting purposes.
Such notification to be made at or about the time of the annual meeting
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of the state societies involved and to be subject to renewal or revocation
at the next succeeding annual election. No state or district society other
than the one so elected shall be assessed for said member.
SEC. 4. Each state or district society may determine as to the number of its delegates to this association, not to exceed, however, one delegate for every ten fellows, and provided that at least ten days prior to
every meeting of the association the secretary of each state or district
society shall be required to furnish a properly attested certificate of the
names of the delegates and alternates thereto who have been duly elected
to represent such society, and also to state thereon the number of fellows
members of such society who are entitled to representation in this
association.
MEMBERS-AT-LARGE.

SEC. 5. Each fellow-at-large, who was a member of this association
at the date of the passage of these laws, shall be entitled to cast one vote,
either personally or by duly authorized proxy, upon each question which
shall properly be brought before any meeting of the association, and for
the election of officers thereof. If, however, he elects to so vote he shall
not be entitled to representation for voting purposes as a society member,
and no state or district society shall be assessed by the association on
account of his membership in said state or district societies.
SEC. 6. Fellows-at-large who may be admitted to membership after
the passage of these laws shall not be entitled to a vote until such time as
their numbers reach ten, when they shall be required, once in each calendar year, to form themselves into an assembly or group for the purpose of
obtaining representation at the meetings of the association; and for such
purpose they shall select, from among their number, a delegate or delegates and alternates, not to exceed, however, one delegate for every ten
such fellows-at-large, who shall be entitled to cast a vote or votes pursuant to the provisions of section 1 of this article. T h e notice to the
secretary of the association of the election of such delegates and alternates and the principle on which votes shall be recorded shall be in accordance with the procedure defined in sections 2 and 3 of this article.
ASSOCIATE MEMBERS.

SEC. 7.

Associate members shall not be entitled to any vote.
MEMBERS MAY ATTEND MEETINGS.

SEC. 8. A l l members of the association may attend all meetings and
take part in the proceedings thereof, but voting shall only be in accordance
with the provisions of this article.
ARTICLE
ORDER

SECTION 1.
follows:

OF

IV.

BUSINESS.

The order of business at a regular meeting shall be as
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Roll call.
Confirmation of minutes of preceding meeting.
Reading of communications and motions relative thereto.
Reports of officers.
Unfinished business laid over from previous meetings.
Reports of standing committees.
Reports of special committees.
Election of officers and trustees.
New business—motions and resolutions.
Election of Auditors. Adjournment.

SEC. 2. The order of business at a meeting of the board of trustees
shall be as follows:
1. Roll call.
2. Confirmation of minutes of preceding meeting.
3. Reading of communications and motions relative thereto.
4. Reports of officers.
5. Unfinished business laid over from previous meetings.
6. Reports of standing committees.
7. Reports of special committees.
8. Election of members, and nomination and election of officers to fill
vacancies.
9. New business—motions and resolutions.
ARTICLE

V.

NOMINATION AND ELECTION OF OFFICERS.

SECTION 1. Nominations shall be made at the annual meeting of the
association by any society delegate or fellow-at-large for each of the
following officers, viz.:
President,
Secretary,
Treasurer,
T w o auditors, and
Nine trustees,
except as otherwise provided in section 2.
SEC. 2. A t the first election under these laws three of the nine trustees
referred to in the preceding section shall be elected for one year each,
three for two years each, and three of them for three years each. A t
every succeeding annual meeting thereafter three trustees shall be elected
for a term of three years each. These elections to be in conformity with
the provisions of sub-division b of section 3, article I V , of the constitution of this association.
SEC. 3. Election shall be by ballot. A chairman and two tellers shall
be appointed to receive the ballots for each officer, trustee, and auditor.
They shall canvass the ballots so cast and announce the result to the
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presiding officer, who thereupon shall declare the members receiving the
majority of the votes cast elected to the respective offices.
SEC. 4. In case of no choice on the first ballot for any one or more
officers, trustees, or auditors, a new election shall take place at once for
the particular case or cases in which there had been no choice, until a
choice be made.
A R T I C L E VI.
INITIATION FEES AND DUES.

SECTION 1. T h e following shall be the initiation fees:
a. By a fellow-at-large on
ciate, $25.00.

admission,

without becoming

b.

B y an associate-at-large on becoming a fellow, $15.00.

c.

B y an associate-at-large on admission, $10.00.

an

asso-

SEC. 2. No initiation or admission fees shall be exacted from state
or district societies in respect to members joining the association through
such societies as provided in article II of the constitution of this association.
SEC. 3. The following shall be the dues for each fiscal year ending
September 30.
B y each fellow at-large, $10.00.
B y each associate-at-large, $5.00.
By each society fellow, $5.00.
B y each society associate, $2.50.
SEC. 4. Such dues shall be due and payable annually in advance on
October 1 of each year, or at the date of a member's election or admission to membership; and until such payment thereof, no certificate of
membership shall be issued. Such dues shall be apportioned in the first
instance to the end of the fiscal year, namely, September 30.
SEC. 5. N o affiliated society or member-at-large of the association
shall be permitted to vote or be entitled to representation at any meeting
thereof when dues are sixty days in arrears.

ARTICLE
PROFESSIONAL

VII.
ETHICS.

T h e following are declared to be the fundamental rules of the association: for (a) the infraction of any part thereof, or if (b) convicted of
felony or misdemeanor, or if (c) finally declared by a court of competent
jurisdiction to have committed any fraud, or if ( d ) held by the board of
trustees on the written complaint of any person aggrieved, whether a
member or not, to have been guilty of any act or default discreditable to
the profession, or if ( e ) declared by any competent court or commission
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to be insane or otherwise incompetent, or ( f ) fails to pay any subscription, dues, assessment, or other sum owed by him to the association
under its by-laws within three months after such debt has become due:
a member renders himself liable to be expelled from the association
or to be suspended for a term not exceeding two years by resolution of
the board of trustees sitting as a trial board.

RULES.

1. N o member shall allow any person to practice in his name as a
public accountant who is not a member of this association, or in partnership with such member or in his employ on a salary.
2. N o member shall directly or indirectly allow or agree to allow a
commission, brokerage, or other participation by the laity in the fees or
profits of his (member's) professional work.
3. N o member shall engage in any business or occupation conjointly
with that of a public accountant, which in the opinion of the board of
trustees is incompatible or inconsistent therewith.
4. N o member shall certify to exhibits, statements, schedules, or other
form of accountancy work, the preparation of which was not carried on
entirely under the supervision of himself, a member of his firm, one of his
staff, a member of this association or of similar association of good
standing in foreign countries.
5. N o member shall in his business advertisements use any initials as
an affix to his name that is not either authorized by statutory enactment
of this country or by the well-known associations established for a
similar purpose in the British Empire, nor shall he affiliate or substantially recognize any society that is designated or in any way sets
itself out to be a so-called certified public accountant society, without
the state in which such society is organized having the requisite statutory
enactment in full force and effect.
6. N o member shall interfere or in any way take part in any effort
looking to the modification, alteration, or amendment of any state laws
affecting the profession of accountancy, without the concurrence and cooperation of the society or societies of the state or district concerned,
unless the action of such member shall not violate any of the fundamental
rules of the association.
ARTICLE

VIII.

TRIAL BOARD.

SECTION 1. For the purpose of adjudicating upon complaints or
charges against members of the association as provided in article V I I
the board of trustees shall convene as a trial board.
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SEC. 2. Due notice shall be mailed to the parties to the cause by the
secretary at least thirty days prior to the proposed session.
SEC. 3. A three-fourths
necessary to a decision.

vote

of

those

trustees

present

shall

be

SEC. 4. T h e board of trustees (sitting as a trial board) may in the
exercise of their discretion recall, rescind, or modify any resolution for
expulsion or suspension at a meeting similarly called and convened by a
like majority vote as required in section 3 of this article, provided that
not less than three-fourths of the members constituting such board shall
have been of the board that issued the decree then being reconsidered.
SEC. 5. Written notice of any resolution for expulsion or suspension
shall forthwith be sent to the member affected thereby and to the secretary or secretaries of the state or district society or societies with which
such member is affiliated or in which state he has his domicile or place of
business.
ARTICLE

IX.

RULES OF ORDER.

SECTION 1. T h e rules of parliamentary procedure as laid down in
" Roberts' Rules of Order " shall govern all meetings of the association.
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